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OU, as credit men, are facing new and 

different problems from those that you faced 
in past years, and will hve to evolve new plans 
and new procedure to help bring back the good 
business that is coming to us, if we properly 
operate our retail establishments. 


WILLIAM W. EVERETT 
Vice-President Woodward &L ‘rop Company 
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seen by customers. 


2. Use the emblem electrotypes on all state- 


ELECTROS 
“Open-face” Type 


TREAT YOUR CREDIT 
ASA 
SACRED TRUST 





™% Inch 
50 Cents 









TREAT YOUR CREDIT 
ASA 
SACRED TRUST 


1 Inch 
7 Cents 


LAPEL BUTTON 
OR PIN 


an Yom caved 
’ 
Solid Gold, button for 


men, pin for women, 
$1.50 


Try This “3-Point” Emblem Display 
for Better Credits and Collections 


1. Place the large emblem “decal” in every 
possible point of vantage, where it may be 






ments, collection notices, letterheads and en- 
velopes. 


3. Wear the National emblem where it may 
be seen by customers and applicants for credit. 





ELECTROS 


“Reverse” Type 





% Inch 
50 Cents 


TREAT YOUR CREDIT 
ASA 


SACRED TRUST 

















Decalcomania Transfers—can be put on either metal or _I Inch 
glass. Size, 61%” by 8%.” Four colors: Shield in blue, Em- - oe 
blem in blue and red, Text and Scroll in gold and black. 

15 cents each—ten or more, 12 cents each. 


WATCH CHARM EMBLEM RINGS 


Ae AR . 





Solid Gold, signet 
Solid Gold with ring Solid Gold, shield style, plain or 
for attaching, style, plain, hammered, 
$3.00 $7.50 $7.50 


Use Restricted to Members of the National Association—Order from the National Office 


NATIONAL RETAIL CREDIT ASSOCIATION 


1218 OLIVE STREET 





ST. LOUIS, MO. 
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Two Distinct 
Credit Courses 


Recognizing the need for specialized credit 
training, the Educational Department of the 
National Retail Credit Association furnishes 
two most comprehensive study courses in 
Retail Credit. 


1. Retail Credit Practice and Procedure 


Over 1,000 students enrolled in many cities 
as shown by the following list of enrollments: 


Detroit, Mich. 350 Shreveport, La. 18 
Memphis, Tenn. 90 New Haven, Conn. 17 
Charleston, W. Va. 60 Fort Smith, Ark. 16 
Seattle, Wash. 50 South Bend, Ind. 16 
Hartford, Conn. 45 Enid, Okla. 15 
Lexington, Ky. 40 North Platte, Neb. 15 
Omaha, Neb. 33 Bay City, Mich. 12 
Lincoln, Neb. 31 Madison, Wis. 12 
Marion, Ohio 31 Great Falls, Mont. 10 
Wichita, Kan. 31 Pueblo, Colo. 10 
Colorado Springs, Colo. 29 New Albany, Ind. 10 
Austin, Tex. 28 Twin Falls, Idaho 8 
Gainesville, Ga. 27. ~+El Dorado, Ark. 8 
Steubenville, Ohio 27 ~—= Gary, Ind. 6 
Morristown, N. J. 22 Grand Island, Neb. 5 


2. Credit Department Salesmanship 


“The credit department is admittedly one 
of the strongest sales producers in an organ- 
ization,” says W. W. Weir, Credit Manager, 
The May Company, Los Angeles. This 
course enables the credit man to capitalize the 
sales possibilities of his department. 

The course uses as a text the new book, 
Credit Department Salesmanship, written by 
Bartlett and Reed (co-authors of Retail 
Credit Practice, one of the texts used in our 
regular course). The syllabus covers twelve 
lectures. 


Write today for detailed in- 


formation on either course 


Educational Department 
National Retail Credit Association 


Executive Offices St. Louis, Missouri 

















EDITORIAL COMMENT 


D. J. WOODLOCK 


Now Is the Acceptable Time 


T LOOKS as though now is the time for every 

business interest of the country to get back of 

a “Big Push” movement which will bring back 
re-employment and prosperity. The potential 
force of the legislation passed in the closing ses 
sions of Congress, which will release huge sums 
of money and credit, should make itself felt by 
the first of September. 

Congress has provided the stabilizing force up 
on which to build and if the banking and business 
interests of the country respond to the call and do 
their share we will see a new era of prosperity 
start before the hardships of winter make the 
plight of the unemployed unbearable and increase 
social unrest. 

There are dozens of business indicators which, 
for the first time in months, show an upward trend 
and if the banking and business interests miss this 
opportunity to push back the lines of depression, 
we are doomed for another six months or year 
“in the trenches,” with increasing uncertainty and 
a corresponding decline in morale. 

The banking interests must by this time have 
realized that if they were on the job there would 
have been no necessity for the setting up by the 
government of various financial features which 
after all are doing what should be done by any 
commercial bank and they should be ready to lib- 
eralize credit so as to encourage and promote busi- 
ness. The liberalization of bank credit will re- 
store the confidence of the business man who can 
immediately begin the exploitation of new busi- 
ness or continue the development of old business 
from where he left off. 

Politics, tariff, prohibition, taxes, foreign debts, 
etc., are only minor details as compared with the 
big problem of shaking off this depression, getting 
over the “scare” and going ahead. 

Congress has done all it could be expected to 
do—our business machine is “primed.” Now let 
the banks cease to be simply depositories for mon- 
ey, become what they should be, an aid to busi- 
ness, and let business use this aid and our troubles 
will be at an end. Confidence will be restored, 
unemployment will diminish, foreclosures will 
cease and the United States will still be the great- 
est nation in the world. 


ee 


A Carrying Charge for Past Due Accounts 
Is Becoming Popular With Retailers 


EN years ago, when it was suggested by the 

National Retail Credit Association that sound 

and equitable practice made it necessary to 
charge interest on accounts running over ninety 
days past due, there was an almost universal feel- 
ing among retailers that while it was a splendid 
idea, it could not be done. 

But during the years following, a more intense 
analysis of accounts receivable brought home the 
fact that there is a profit vanishing point in charge 
accounts carried beyond the thirty-day period, 
which is more dangerous than bad debts. And 
throughout the country there is now a movement 
to adopt a universal plan for automatically mak- 
ing a charge of one-half per cent per month on 
past due accounts. 

The National Retail Credit Association in con- 
vention in Washington, D. C., in June, went on 
record with a resolution—unanimously adopted— 
favoring a carrying charge as being a means for 
the betterment of credit and collections and profit- 
able operations. 

When merchandise is marked to sell at a cash 
(thirty-day) price, there is no argument which 
will contradict the fact that those who fail to pay 
their bills for sixty days or longer are unfair to 
the merchant and to those who pay promptly. 

In this day of small mark-up, retailers must de- 
pend on turnover to make profit and accounts re- 
ceivable are the most important turnover item of 
every merchant doing a credit business. He needs 
no excuse or apology for calling upon those who 
abuse his terms to pay a carrying charge for the 
privilege extended them. There is nothing unfair 
about it—it is simply good business. 

The “fly in the ointment” in making the plan a 
nationally recognized part of our consumer credit 
extension is the average retailer who, because of 
fear of losing customers, is willing to go on losing 
dollars. 

One or two retailers in a community cannot 
adopt the plan. It must be done by all as a part 
of a community credit policy. Then it will be 
recognized as the usual procedure by the purchas- 
ing public and there will be no reaction or setting 
up of competition on terms. 


The CREDIT WORLD 
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The National Retail Credit Association is call- 
ing upon the retailers of the country, through 
their organizations in hundreds of cities, to make 
a discussion of a plan whereby interest will be 
charged on open accounts when they become past 
due, the first order of business for their next meet- 
ing. Let’s cease swapping dollars or actually los- 
ing money and make our credit business profitable. 


Credit Is Still an Important Feature in 
Retailing 


HE retailer who becomes panicky and instructs his 

credit manager to discontinue soliciting or opening 

new charge accounts, is making the same mistake 
the banker did when he restricted credit to worthy citi- 
zens and thereby added to the nation’s trouble. 

True, practically every citizen has suffered a loss of 
some kind, which has reduced his buying power, but 
there are still thousands of honest citizens in each com- 
munity who are entitled to credit and who will not abuse 
it. 

With decreasing sales volume it would appear to be 
good business to encourage these people to use a charge 
account. In these days of tight credit, such a policy 
would be a good will gesture, which would make life- 
long friends for the store. 

The average citizen is still paying his bills with rea- 
sonable promptness. The average citizen still has an 
income and if, through the privilege of a charge account, 
he can be induced to make his purchases at your store, 
it looks like good business to encourage. It will require 
a little more watchfu!ness and a most positive attitude in 
collections, but why discourage credit to those worthy, 
when it has been the volume producer and profitable 
business of the great stores of the country. 

If we would undertake a general trial among retail- 
ers to minimize credit and go on a cash basis, we can 
look for a decrease in retail sales volume of billions. 

During the past two years consumer credit was put 
to the most severe test and proved to be the most stable 
form of all credit. This was due to three things which 
have not changed with the times: 


First: The honesty of the average citizen. 

Second: 
day. 

Third: The modern methods of checking credit rec- 
ords, through bureaus and clearing houses created for 
that purpose. 


The efficiency of the credit manager of to- 


Surely the average citizen is just as honest as during 
good times. The credit manager is just as efficient, in 
fact probably more so, because of his having gone through 
the fire of the depression. The agencies for checking 
credit information were never better organized nor in 
better position to render service. 

Therefore, it looks like closing up the credit depart- 
ment is damming the stream which produces a steady 


and dependable sales volume. The stopping of bank 
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credit piled up vast sums of idle money in bank vaults, 
and the stopping of consumer credit will leave large stocks 
of merchandise on the shelves of the retailer. 

Credit is the very lifeblood of commerce and, whether 
it be banking or consumer credit, our whole commercial 
structure is affected when it is curtailed. 

Instead of closing up the credit department, because 
many who were formerly good are now undesirable, we 
should develop a profitable and more satisfactory business 
from those who are still good credit risks. 

The selection of desirable credit risks is a real job for 
the credit manager in good times, and now his task is 
increased, but if he will use the services of an efficient 
credit reporting bureau and exercise tact and judgment 
he will find there are still thousands of good credit risks, 
who should have accounts at his store. 

Encouraging these people to buy on credit will not 
only help the individual store, but contribute to the re- 
vival of business which will possibly come sooner than 
we expect, and then these customers will be tied to the 
store as permanent and regular buyers. 








Here’s A Book 


for your 
Secretary or Stenographer 


Do the letters you write give the best 
impression of you? 


When you write to a business man, a govern- 
ment official, a senator or congressman, a mem- 
ber of the diplomatic corps, a bishop or other 
member of the clergy, or even a personal 
friend— 


are you sure your letter has the correct form of 
address, of salutation, of complimentary close? 


Do you always know — 


Whether or not to capitalize a word? How to 
divide a word correctly? When to use a 
comma or a semicolon? How to punctuate a 
sentence? How to write correct letters on all 
the various matters of business; letters of in- 
troduction; social notes, formal and informal? 
You will find everything about correspondence, 


business or social, in 


THE SECRETARY’S HANDBOOK 


A Manual of Correct Usage by 
SARAH A. TAINTOR and KATE M. MONRO 


PRICE $3.50 
Order from 


National Retail Credit Association 
1218 Olive St. — St. Louis, Mo. 











Do Not Practice False Economy! 








Kill the custom of “direct inquiry” which has fittingly been 
called the “curse of credit business,” by equipping your bureau 
with the latest and most profitable means of credit reporting. 


Telautograph Service 


NOTE—The information given below voluntarily supplied by credit men using Telautographs. 


With Telautographs 


1—We clear all references that are wanted in 
a rush over telautographs—in two minutes 
—only one person’s time is consumed. 


2—We give all ledger information. 


3—We give complete reports only in emer- 
gencies. 


4—We have eliminated direct telephone lines 
to the stores. 


5—We have increased the number of standard 
written reports. 


6—Some members get ledger information and 
still ask for standard reports to follow. 


7—Operating costs are reduced. 


8—Service to members is speeded up and mis- 
takes in transmission are eliminated. 


9—Warning notices are broadcast simultane- 
ously. 


10—Mechanical troubles are but a minute frac- 
tion of 1 per cent. 





Without Telautographs 


1—We would telephone regarding references 
in a rush—at least five minutes’ time of 2 
persons required—one at the store—the 
other at the Bureau. 

2—To give all ledger information would neces- 
sitate the spelling of names, addresses, 
amounts, dates, etc., time required almost 
incalculable. 

3—Complete reports could be typed and sent 
by messenger faster than they could be 
phoned correctly. 

4—Direct leased telephone lines would be 
necessary. 

5—Standard reports would not increase. 

6—Complete ledger information could only be 
sent by messengers. 

7—Operating costs would be higher because of 
the human element involved. 

8—Service to members would be slower. Mis- 
takes would be many. 

9—Warning notices could not be broadcast 
simultaneously—nor correctly. 

10—Mechanical troubles, even though few in 
number, would not be corrected quickly. 


This actually proves it doubles the speed of any other system while leaving hand- 
written records and preventing errors! Economical too! Often saves clerical ex- 
pense! Over 20 bureaus and almost 200 great stores use it! Telautograph rates 
about $1.00 per day for each store! Dallas bureau now connected to ten subscribers! 


Sales Department and Credit Department 
Once Proverbial Enemies 
Now Work Hand in Hand to Increase Sales! 


Almost 200 Great Stores Now Use Telautographs 
Send for Literature—Our Man—or Both. No Obligation—Ever! 


TELAUTOGRAPH CORPORATION 


FACTORY AND GENERAL OFFICES: 16 WEST SIXTY-FIRST STREET, NEW YORK, N. Y. 


We Have Forty-Five Branch Offices Serving Over 450 Cities in the United States 


The CREDIT WORLD 
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The New Bankruptcy 
Law and the Retailer 


By HON. MALCOLM BALDRIGE 


Representative in Congress, Second 


District of Nebraska 


An Address Before the Twentieth Annual Convention, National 
Retail Credit Association, Washington, D. C., June 23, 1932 


HERE are two main purposes of the Bankruptcy 

Act ; the first and the most important is to be able to 

gather in all the assets that the insolvent debtor has 
and, following that, to distribute them evenly on a pro 
rata basis to the creditors. 

The next purpose was to take an unfortunate man, 
who had been honest and was trying to shoot square and, 
if he conducted himself properly, give him a chance to 
clean his slate and obtain a discharge. Those were 
the two main reasons and the two main purposes, and 
those are the very lines along which our Bankruptcy Act 
has broken and fallen down. 

Because of the defects of our Act, the distribution has 
broken to such an extent that, last year, in 65 per cent 
of all the bankruptcy cases, there were no assets at all 
distributed. In the other cases, the general average that 
was received by creditors was 5 per cent on their claims. 
That is an astounding situation, isn’t it? 

The reason for it is this: The bankrupt is allowed to 
go along for a year or two years and waste his property 
and assets. There is no inducement for him to come in 
and make a contact with his creditors (there is no par- 
The result is that 
he hangs back and tries to cover up as much as he pos 


ticular reason for him to come in). 


sibly can. 

Finally, when worst comes to worst and the bank- 
ruptcy court does take him over, he is absolutely gone 
and there are no assets. That is the main reason and 
trouble. 

The second reason is this: Any bankrupt can get a 
discharge today. I say that because last year, in 90 per 
cent of all our bankruptcy cases, a discharge was given 
to the bankrupt. There was no particular interest in 
any creditor finding out whether this man had conducted 
himself properly. 

You people know, if you see a bankruptcy case where 
there are no assets, and if it is a hopeless proposition you 
don’t waste your valuable time in going up there and in- 
quiring into it, to see whether or not this man has acted 
properly. You are busy, you have other things to do, 
there is no money in it for you. 

The result is, a general belief has been built up that 
anybody, if he wants to be a little fast and loose, can 


put his money away, here and there, and spend it, and 
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then he can go through bankruptcy, get the slate cleaned 
and what is the difference? Those are the two things 
this new Bankruptcy Act strikes at. 

I know of many cases where a good credit man had 
been prudent and careful in extending credit to a cus- 
tomer, but because some other credit man, of some other 
concern, had come along and piled this customer full of 
merchandise, the crash came, and as a result, the just and 
prudent man fell with the man who was not prudent. 

In the new Act, Section 8 is a provision for relief of 
debtors. The whole purpose of this particular section is 
to induce the debtor to come in and lay the cards on the 
table to his creditors, before it is too late. 

The new Act proposes also to change the Composi- 
tion Law. At the present time, it is most difficult to 
get a composition. You first have your hearing be- 
fore the referee and the debtor makes his offer of com- 
position. Then’ it goes up to the judge, and then some 
creditor comes in and objects, and it goes back to the 
referee, and it goes up and down and finally the whole 
year is consumed. 

In the meantime, the debtor’s inducement to ofter the 
composition is gone, he isn’t interested any more, the 
assets are gone, the composition fails, and we have lost 
all. This new Composition Law puts it in the hands of 
the referee, he can handle it quickly, and there is a review 
that goes to the judge, but there isn’t a coming back and 
going up again. It is a great improvement on the present 
composition law and should offer an inducement to a 
great many men to come in quickly under the care of 
the court. 

I know 


you gentlemen have had experience in trying to get an 


The next change is the assignment feature. 


assignment to a trustee for the benefit of the creditors. 

A creditors’ committee is appointed, they work hard 
and long, they have almost all the eggs in the basket, 
they are about to take over the business, and along 
come three minority creditors, with only a few claims. 
They file their bankruptcy petition, and everything is 
gone. You have all had that experience. It is dis- 
astrous. 

The interesting thing is that in all our bankruptcy 
cases, we only have 1 per cent of them that are assign- 
ments, but in those assignments, the assets equal 66 per 








cent of the debts. In other words, when you can get 
a man into an assignment, his assets are not gone, and, 
usually, they are about two-thirds of the value of your 
claims there. What a relief that would be, if always true. 

This assignment feature allows creditors to take over 
the business in the hands of certain trustees that have 
been appointed by the court, a certain number in every 
district. “This trustee is a quasi judicial officer, he can 
work out a compromise, he can work through a liquida- 
tion, they cannot throw him into bankruptcy. 

They let this trustee, who has been working this out, 
carry it to a successful conclusion. Of course, if the time 
comes when they should have bankruptcy, they can still 
start this action. 

The third change, which is a great help for the wage 
earner, allows him to amortize his debts over a period 
of two years. Last year, the wage earners borrowed from 
“loan sharks” the sum of two billion dollars, and one 
billion of that two billion was borrowed for the purpose 
of paying debts and was spent in paying debts. 

I mention that fact to show that the average wage 
earner really is anxious, if he possibly can, to get away 
from the stigma of bankruptcy. The “loan sharks” 
have been a tremendous handicap to the wage earner in 
paying his bills, because if he once gets under their con- 
trol he is gone. 

This amortization plan allows the wage earner to 
come into court and say, “I want to pay my debts, but 
if a garnishment or an attachment is filed, I lose my job. 
I am absolutely gone.” 

And the court can say: “We will look over your situ- 
ation, see how much you are making, and we will 
put you under the court’s protection. You pay one- 
third of your salary or one-fourth or one-half, whatever 
the court says. You can pay that to a trustee for a 
period of two years and that money will be distributed 
pro rata to your creditors.” 

The man enters the protection of the court, there are 
no loan sharks and he is given a chance to work out. 
Now, that is the hope and added improvement to what 
is going to happen. 

The next phase is the question of the new discharge 
rules. I have just explained about the relief for creditors. 
The second step in this new Bankruptcy Act is a new 
plan for discharge. 

As I said before, almost anybody can get a discharge 
in this country, today, and the surprising thing is that, 
England, last year, working along the same principles as 
we do, had only 10 per cent of the applications al- 
lowed. They had 2 per cent of their applications denied, 
and they had 88 per cent of their applications suspended. 
Suspension is the answer, and that is what this change 
effects. 

The English Bankruptcy Act allows the referee and 
the court to suspend the discharge, to hold the discharge 
up for one or two years, and say, “Mr. Debtor, you 
haven’t played right. For the next two or three years, 
you will have to put in a third or a fourth of the money 
coming to you, and if you don’t, you will not get a dis- 


charge, and your creditors can hound you as much as 
they desire.” 

If it could be worked out properly here, the way it is in 
England, it should be of tremendous benefit. 

The discharge can be suspended or held up, if a man is 
what they call culpable, if he is to blame. 

The best example I know of is a man who is going 
along all right on a good salary and has an automobile 
accident. They obtain a judgment for $5,000. He is 
not covered by insurance, he sees this hanging over him, 
he goes into the bankruptcy court and all his other 
creditors lose. 

In that situation, the court says to that man, “You 
cannot make these retail men suffer for that. You will 
have to, for the next three or four years, pay into court 
a certain percentage of your salary.” ‘That sounds rea- 
sonable, doesn’t it? 

Next thing is an example where the man is ex- 
travagant. The thing that came to my mind, when I 
studied this over, was the Hollywood situation. You 
read about the famous actors and actresses, who get good 
salaries and spend their money like water, and then take 
bankruptcy. 

If it is shown that a man has only a reasonable salary 
yet he goes out and buys automobiles and pianos, goes 
on trips, gambles on the stock market and has other 
excesses, he does not get his discharge—his discharge is 
denied. Over a period of years, he must pay into court, 
and if he does not, his creditors can hound him from 
pillar to post. 

Those are just a few examples of the way this works. 
It sounds reasonable, it looks as though they have worked 
out some improvements that should help all of us. 

Now, a discharge in bankruptcy is a privilege that 
should only come to a man if he has conducted himself 
with honesty and care. He must not go out and make 
people, who extend him credit, lose their money, and if 
a man does act that way, there is no reason why he 
should receive his discharge. 

It should not be a constitutional right that a person 
can stand upon and say, “I don’t care what happens, I 
should get a discharge.” That is the attitude today and 


it is not right. 





MR. RETAILER 


If you are in need of a real credit executive 
now is the time you can interest men and women 
of exceptional ability. 


Business suspensions and retrenchment have 
placed many credit managers who have a success- 
ful record in the market for new connections. 


All Correspondence Confidential 


DAVID J. WOODLOCK, Mgr.-Treas. 
NATIONAL RETAIL CREDIT ASSOCIATION 
St. Louis, Missouri 
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A Three-Point Program 


for Your Association 


By JOHN GUERNSEY 


In Charge of Retail Census, U.S. Department 
of Commerce, Washington, D.C. 


o/s - ™— 








As Outlined in an Address Before the Twentieth Annual Convention, 
National Retail Credit Association, Washington, D. C., June 22, 1932 


E HAVE learned many valuable lessons from 
this depression. We have seen how readily the 
present bankruptcy laws can be subverted and 
made into a rat hole into which individuals of a certain 
type can crawl. We have seen, also, the insecurity of 
savings funds with its attendant heartbreaks and disil- 
lusionment. 
I wonder if you would permit me to outline to you 
a program of three main points, which I believe might 
be worthy of consideration as an objective for the early 
future? 


1. Reconstruct the Bankruptcy Laws 
Reconstruct the bankruptcy laws in the various states, 
and the Federal law, to eliminate from protection of 
bankruptcy procedure all personal debts not incurred in 
the course of business. 


Individuals in business, as well as corporations, are 


known to be taking normal business risks and it is right © 


and proper that provision should be made for relieving 
them of heavy liabilities incurred in the conduct of busi- 
ness, when in good faith the business has been unsuc- 
cessful. It is also reasonable that individuals who may 
have become entangled in legal liabilities such as might 
arise from guarantees and indorsements of others, might 
be relieved of such unreasonable liabilities by means of 
a bankruptcy bath. 

There is no logic, however, in relieving them also of 
a hundred or more small current accounts with retailers, 
representing the purchase of the necessaries of life for self 
and family. I believe such debts should be excepted from 
release in the event of personal bankruptcy. 


2. Demand Better Protection for Savings 
Accounts 

This Association has every right and reason to take 
the lead in a vigorous campaign to so amend the bank- 
ing laws in the several states, and the Federal law, as to 
make impossible the loss of savings deposited in savings 
banks. It is not too much to say that usually a per- 
son’s savings account represents his lifetime accumula- 
tion of reserve and that it has cost much in self-sacrifice 
and privation. 

The act of depositing such savings in a regular savings 
bank should be made as secure as anything can be made 
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in this life. Savings bank accounts should be sacred. It 
is to the interest of everyone concerned that they be 
made so, even if that result can be accomplished only 
by the divorce of savings from commercial banking. 

The life insurance companies deserve much more credit 
than they have been given for the way they have survived 
the strains of the last three years. Not a single large 
national insurance company has gone under and the of- 
ficials and leaders in that industry deserve great credit. 
A savings account should be made fully as secure as a 
life insurance policy. Let us turn to good account at 
least some of the wreckage of this depression by insuring 
the safety of savings accounts in the future. 


3. Standardize Rating Procedure 

The third point of my three-point program pertains 
to the standardization of rating procedure. The local 
bureaus in many of our cities already have adopted this 
third point. They have adopted the uniform plan of 
taking a full detailed application from each credit cus- 
tomer, including full antecedent information, and keep- 
ing this on file at the central bureau. 

They have encouraged newcomers to go voluntarily 
and gladly to the central credit bureau and file an ap- 
plication for credit directly with the bureau. In ex- 
change the customer has the satisfaction of knowing that 
she can go into any store in which she desires an account 
and obtain that account by giving merely her name and 
address. 

This central record plan is one which should be 
adopted as standard practice throughout the country for 
it has many conveniences to the customer and advantages 
to the retailer. It is simple and understandable and 
there is the element of giving a real convenience in ex- 
change for a single complete record at the bureau. 

The simple procedure is that every store is provided 
with a supply of long forms and short forms. When a 
customer applies for an account and does not have a com- 
plete record card on file at the bureau, the first store to 
which she applies makes out a long-form application. 
Thereafter any other store need record only the cus- 
tomer’s name and address on the simplest kind of applica- 
tion form, turning te the bureau files for the complete 


story. (Continued on page 31.) 











HE primary object of all men engaged in the pro- 

fession of business is to perform a service desired by 

the public, and perform it so well that there will 
remain a Net Profit. There are times when it is com- 
paratively easy to achieve this end, but past experience 
has proved that there are other periods when, with the 
most caretul and efficient management of a business, Net 
Protit is considerably decreased and unfortunately, is at 
times written in the red. 

We are chiefly concerned with retail business and, 
because of the large volume of credit sales, the merchant 
finds a considerable portion of his capital invested in 
Accounts Receivable. Quite frequently this figure equals 
or exceeds that which is invested in merchandise. 

For the past two years, retailers, in spite of prudent 
buying of merchandise and operating with lower stocks, 
have suffered severe mark-downs. ‘To add to this situa- 
tion, heavy mark-downs have also been taken in the Ac- 
counts Receivable investment, in the form of greater col- 
lection costs, larger fees paid to attorneys, more bad 
debts written oft and the loss of interest on capital tied 
up in the greater amount of past due Accounts Re- 
ceivable. 

In the face of this situation, the optimist says, “Keep a 


stiff upper lip” which is unquestionably a good policy. 


Yes, I believe we should be optimistic but, at the same 


time, credit men should do all in their power to improve 


Of Course Interest Should Be Charged 


On Past Due Accounts 
By O. L. PFAU 


Credit Manager, Strouss-Hirshberg Company, 


Youngstown, Ohio 


An Address Before the Twentieth Annual Convention, National 
Retail Credit Association, Washington, D. C., June 22, 1932 


the net profit figure. Reductions in salaries have gone 
into effect generally, some stores have adopted various 
other plans such as part time for regular employees, 
bonus systems, longer hours, etc. 

However, there is one other policy which is constantly 
receiving more consideration from retailers—the charging 
of interest on past due regular charge accounts. This 
plan has been used successfully in Youngstown since 
October 1, 1930, as a Community Credit Policy, and 
has been used with success in our own store since August, 
1927. 


chants, why should it not be generally adopted ? 


If such a policy is beneficial to Youngstown mer- 


In practically all stores, merchandise is priced on a 
cash basis. Today, a customer comes into your store 
and purchases, shall we say, ready-to-wear garments 
amounting to $100, for which she tenders a check in 
full payment. Another customer purchases articles 
amounting to the same figure which are charged to 
her account, and on the tenth of next month a check in 
full payment will be received. Still, on the same day, a 
third customer makes a similar purchase which she 
charges and pays $15 each month on account. 

You have such accounts in your ledgers, do you not? 

Now, if this third customer pays no more than the 
other two, do you consider that you are being entirely 


fair? Of course, we admit the cash customer receives 











Table No. 1—Savings in Interest 


STROUSS-HIRSHBERG COMPANY COLLECTION PERCENTAGE COMPARED 
WITH A STORE IN MINNEAPOLIS AND SEVEN OHIO STORES 





Re ae a ae 
Eee 
SE POLE OT SORTER TT CTT CTE 
Average Accts. Rec. (Sales — T.O.) ........ 


Interest at 6% 


Difference in Interest Between Minneapolis and 
Strouss-Hirshberg Company ........... 


Strouss-Hirshberg Average for 7 
Company Ohio Stores 


Store in 
Minneapolis 





Average for Year Ending January, 1932 








56.6% 35.5% 35.7% 
6.70 4.26 4.28 
$1,000,000 $1,000,000 $1,000,000 
147,275 234,742 233,645 
8836.50 14084.52 14018.70 
eerie $5,248.02 
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no advantage over the prompt charge customers, but busi- 
ness ethics have established such a policy in retail trade. 

Therefore, one reason in favor of adopting an interest 
plan, is its fairness to the cash and prompt paying charge 
customer. 

Second, a merchant cannot afford to carry past due 
Accounts Receivable on his books unless he receives some 
additional revenue for so doing. If he is required to 
borrow money to carry accounts for a longer period than 
his regular terms, then extra expenses in the form of in- 
terest, bookkeeping and collection costs are incurred. 

Because of the splendid co-operation of the merchants 
in Minneapolis, their stores have been able to maintain 
one of the highest collection percentages in the country. 
In Table No. 1, we compare our own average collection 
percentage, for the year 1931, with that of a Minneapolis 
store and show the amount in interest which they are 
able to save through their increased turnover in Accounts 
Receivable. 

So that you may see that we compare favorably with 
our own section of the country, I am also giving you the 
average collection percentage for seven other Ohio stores. 
We received these figures from one of the most repre- 
sentative stores in each of the following cities: Akron, 
Cleveland, Columbus, Dayton, Toledo and from two 
stores in Cincinnati. 

You will notice that because of the higher collection 
percentage the Minneapolis store was able, last year, to 
turn over its Accounts Receivable 6.79 times, while our 
store’s Accounts Receivable were turned over only 4.26 
times. Assuming in each case that the net charge sales 
amounted to $1,000,000, then the average Accounts Re- 
ceivable, in Minneapolis, were $147,275, and in the 
Strouss-Hirshberg Company, $234,742. 

Interest at 6 per cent on the first figure would amount 
to $8,836.50, and on the second to $14,084.52. You 
can, therefore, readily see that on this volume of charge 
business, the Minneapolis store in 1931 was able to save 
$5,248.02 in interest because of the better condition of 
their Accounts Receivable. 

There is no question but that in practically all firms, 
too large a proportion of Accounts Receivable is over 
sixty days old. For example, in our own store as of 
January 31, 1932 (see Table No. 2), out of every 
$100 of Accounts Receivable outstanding, $47.40 repre- 
sented merchandise over sixty days old. That is, for 
every $100,000 worth of charge business the average 














TABLE NO. 2—AGE FOR ONE STORE 
DOING $100,000 OF CHARGE BUSI- 
NESS AS OF JANUARY, 1932 


Charge Sales....... $100,000 


Average Accounts Record 26,182 100.0% 
Less Than 60 Days...... 13,693 52.3% 
Over 60 Days .......... 12,489 47.7% 
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Accounts Receivable approximated $26,182 and of this 
amount $12,489 was over sixty days past due. 

In other words, this figure represents extra capital 
required to carry the accounts which are more than sixty 
days old, whereas if the accounts could really be main- 
tained on a sixty-day basis, this $12,489 would not be 
needed. As a matter of fact, our terms regularly call 
for thirty days and, if it were possible to do business on 
that basis, considerably less than the above amount would 
be required. 




















TABLE NO. 3—CARRYING CHARGE 
ON $12,489 ACCOUNTS RECEIVABLE 
OVER SIXTY DAYS OLD 


Interest on $12,489 @ 6%......... $749.34 
State Tax, Bad Debt Loss, Insur- 
ance, Extra Collection and 
Bookkeeping Expense Es- 
timated at 2% 


Total Carrying Charge 











Still keeping in mind that we are speaking of only 
$100,000 worth of charge business, at the very least the 
interest on the $12,489 at 6 per cent a year is $749.34 
(see Table No. 3). 


they have a tax on Accounts Receivable—bad debt loss, 


The taxes—in those states where 


insurance, extra collection and bookkeeping are con- 
servatively estimated at another 2 per cent, which is 
$249.78, or a total carrying charge of $999.12. 

This entire amount is unnecessary expense which is 
not properly included in the budget of the store, because 
it represents expense incurred in acting as a banker for 
delinquent balances on customers’ accounts which the 
customers themselves should pay. Otherwise, you are 
discriminating against the cash and prompt paying charge 
patron. 

As stated before, store owners are interested in 
legitimately improving the net profit figure. During 
1931, a net average of $990 per month was charged as 
interest in our store, or, in other words, the yearly gross 
earnings amounted to $12,000. Can you think of any 
better way of decreasing your Credit Department ex- 
pense by so large a figure, less the necessary operating 
cost mentioned later? 

Of course, we take no pride in this rather large 
figure, but prefer that our accounts be in such condition 
that it would not be necessary to add any interest charges 
or that our interest income would amount to considerably 
less than the above amount. Although one of the aims 
of every credit man is to keep his Accounts Receivable 
in the best condition possible, yet experience has proved 
that even in normal times, a certain portion of his out- 
standing accounts is past due and he should receive an 
income from that amount which he has been unable to 
collect in thirty to sixty days. 


Continued on page 28.) 
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HE position of the credit man can be made to reflect 

its full importance and dignity by the attitude of 

the credit fraternity toward itself. Until the indi- 
vidual credit manager can be educated to realize just 
what he stands for in the business world, and what pace 
he must take in the March of Progress, he will find 
himself out of stride with the advance of methods and 
procedure. 

The credit department should be known as THE 
CREDIT SALES DEPARTMENT, and the divisional 
head of this section should be given the title of “Credit 
Sales Manager,” and be more closely allied with the 
merchandising departments, its rightful place. 

The credit department must receive recognition as a 
SALES DEPARTMENT if it is to be lifted out of the 
obscurity to which business charts have so long relegated 
it—under a department head who perhaps is not trained 
in the understanding, to say nothing of the supervision, 
of a credit sales department. 

The credit department is admittedly one of the strong- 
It does not deal 
with the tangible merchandise, which can be seen, felt 


est sales producers in an organization. 


and compared—but with that intangible thing called 
GOOD WILL. 

The credit profession has its share of leaders—its op- 
What it 


needs is education of the entire group of credit workers 


portunity for the development of leadership. 


and a standardization of its procedure. 

There never was a time in our history when knowl- 
edge and cooperation were more needed. There never 
was a time when knowledge and cooperation on credit 
matters were of such vital impertance to the retail busi- 
ness. 

This is an age of organization and consolidation. We 
must learn to do those things which produce the best re- 
sults. It is also an age of constant change, and only 
through discussion and the exchange of ideas can we 
keep abreast of the times. 

Any time a credit man feels there is nothing more to 
learn about his business, he himself is not only at a stand- 
still; but he forms an obstacle in the progress of all 
credit men, which in turn reflects to the detriment of 
their departments, and the entire field of credit activity. 
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fying the 


Credit Man 


By WILLIAM W. WEIR 


Credit Manager, The May Co., Los Angeles, Calif. 


So it would appear that the very first step in dignify- 
ing the credit man is EDUCATION. The actual appli- 
cation of this prescription can well be divided into two 
study classes each year. 

The first could be held in the spring for all those 
employed in credit work, not only the department head, 
the interviewers and the section heads; but the credit of- 
fice stenographers, typists, filing and detail clerks, office 
messengers and authorizers. 

The program to be effective is to be carried out in 
fact as well as in theory—each step of credit work, from 
the greeting of the applicant and the taking of the appli- 
cation for credit, down through interpreting the credit 
report and final acceptance of the account or the referring 
of a bad account to the Adjustment Department of the 
bureau, to be described and dramatized at the classes. 

There should be no charge for this course, and the 
employees, not only of the store’s credit department, but 
the employees of the credit bureau, should be invited to 
attend. 

The immediate benefit in enthusiasm for each job, big 
and little, which increased knowledge always gives, and 
the actual development of intelligent cooperation among 
all divisions coming under the credit manager, will repay 
those who undertake this educational work. 

Then there should ‘be held in the fall an advanced 
study class as outlined by the National Retail Credit 
Course, out of which the leaders are recruited. 

The subject of standardization could well be the first 
consideration of the credit man. As it is now, one can 
visit credit departments in several different institutions 
in one city or in several different cities, and find hardly 
any two departments functioning alike in any detail or 
with anywhere near the efficiency they could if a credit 
department plan of procedure were worked out and 
adopted. 

There is a BEST WAY to do everything, even when 
different localities with their varying conditions are con- 
sidered. If we are to realize this BEST WAY, we must 
travel along the route of working out and adopting 
BETTER WAYS. The guide along this route is none 
other than our old friend EDUCATION. 

(Continued on page 32.) 
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The Use and Abuse of Credit 


By H. H. McKEE 


President Washington Clearing House; President National 
Capital Bank, Washington, D. C. 


An Address Before the Twentieth Annual Convention, National 
Retail Credit Association, Washington, D. C., June 22, 1932 


REDIT, with its ever present corollary, debt, is 

the outstanding problem before the world today. 

From the statesman who is trying to direct the 
social aspirations of his people through the turbulent 
channels of political and economic conditions, down 
through every strata of society to the wage earner who 
is paying monthly installments on something purchased 
for his use, the spectre of debt is ever present. 

Credit is the power to buy with a promise to pay. It 
is not a right but a privilege, a privilege that rests on 
the confidence that the one who parts with his goods or 
services will receive their equivalent in value at some 
future time. One cannot consider credit without at the 
same time giving the same consideration to its conse- 
quence—debt. 


Of all the devices that mankind has invented or made 


use of to promote his welfare, credit is the most impor-_ 


tant. Daniel Webster said, “Credit has done a thousand 
times more to enrich mankind than all the gold mines in 
the world.” Following that thought, one may safely 
assert that, as a means of promoting human welfare, 
credit is more powerful than all the money in the world, 
all the machinery and labor-saving devices and all of the 
tools of production, for if the power to buy with a 
promise to pay were taken away from us we would have 
to begin all over again to build up our civilization from 
the basic condition of barter. 

While confidence plays a very large part in the willing- 
ness of an individual to part with his property upon 
promise of future payment, nevertheless the credit process 
depends to a very great degree for its success upon the 
fact that one who parts with his property upon promise 
of future payment has acquired a right to demand pay- 
ment and that right for thousands of years, although in- 
tangible and incorporeal, has been regarded as property. 
It can be sold, transferred, traded off and included among 
one’s possessions as property to the same extent that one 
includes his houses, his lands and other material things. 

The principles of credit are simple, but their applica- 
tion amid the complex conditions that mankind has cre- 
ated in his search for social betterment are very difficult. 

Credit is divided into five primary divisions. First, 
personal or consumptive credit. Second, productive or 
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commercial credit. Third, banking credit. Fourth, cap- 
ital credit. Fifth, public credit. 


Personal or Consumptive Credit 

Personal or consumptive credit is used by individuals 
to supply their need for the prime necessities of life 
such as food, shelter and clothing and such luxuries as 
their condition will permit them to acquire. While it is 
considered by many to be the very lowest order of credit, 
nevertheless it is the most important. It is like the head 
waters of a stream. If it is polluted traces of the poison 
will flow down through every other branch of credit. 


Personal or consumptive credit is redeemed out of 
wages or income. Money is the primary medium in the 
exchange of goods and services. Consumptive credit is 
the next in order. 

If there existed any doubt that money could be ex- 
changed at will for other things or redeemed at its face 
upon demand it would lose its power. The maintenance 
of consumptive credit as a purchasing power on the same 
high standard of quality as money depends on its short 
duration and prompt redemption, and that is the prob- 
lem that confronts the credit managers of the retail 
merchants. It is a big job. 

If the wage earners are steadily employed at wages that 
will enable them to supply their needs, within the realms 
of reason, the headwaters of the stream of credit can 
be safeguarded with reasonable care. But if there is 
widespread unemployment, decreasing earning power or 
a falling off of income from any source the headwaters 
of the credit stream drop and the effect is universally 
felt. 

Consumption declines, production recedes, debts of all 
kinds are harder to collect, and it is not so easy to buy 
with a promise to pay. Such a condition confronts the 
world today. The popular description of that condition 
is “Business is not good.” 

The great material progress which this country has 
made, in the past fifty years, has been due to some extent 
to the socialization of steam and other natural forces, 
but to a greater extent to “the socialization of credit.” 
That is to say, the recognized power of all classes of our 
citizens to pledge their future earning power and income 








to secure for immediate use those things that contribute 
to their welfare and comfort. 

The sale of goods to be paid for in installments is an 
outstanding effort to socialize credit among the masses. 
A great deal of our prosperity, during the past fifteen 
years, was founded on the willingness of merchants to 
part with their property to persons of comparatively small 
income to be paid for while the goods sold were being 
used. 

It is doubtful if there has been such a socialization of 
consumptive credit in any other country in the world 
and its effect has been to raise the standards of living 
in the United States and create new desires and wants 
that have stimulated the productive process and increased 
our wealth. 

Installment sales have been praised and at the same 
time condemned by men in high places. Some allege 
that this method of selling, creating long-time consump- 
tive credit, has had something to do with causing the 
present depression. 

Others assert that it is one of the things that delayed 
the depression, and that if other unfavorable causes had 
not intervened, installment sales would have saved us 
from conditions that prevail today. There may be ele- 
ments of truth in both views. But, before reaching a 
conclusion it may be well to consider a few fundamental 
facts. 

Wages and income do not consist of the dollars or 
money tokens in which one is paid. Real wages and 
income are the things one may buy, either with his money 
or his credit, to supply his needs and command those sat- 
isfactions, known otherwise as pleasures and luxuries, 
which he demands to recompense him for his labor. 

If his real wages and income contribute to his physical, 
mental and moral improvement, secure for him com- 
fortable and sanitary living conditions, and permit him 
to move among his fellow-men with dignity and self- 
respect they are a distinct contribution to the improve- 
ment of human virtue and the enrichment of the com- 
monwealth. But if real wages and income weaken the 
physical, mental and moral fiber of our people and cre- 
ate a rising and uncontrollable tide of new obligations 
they have sown the seeds of trouble and have retarded 
progress. 

I know two men who worked side by side for twenty 
years. Both mortgaged their future earning capacity— 
to what end? One man’s wages for twenty years could 
be measured by a comfortable home, neatly furnished, 
and free of debt, $10,000 worth of good securities, and a 
happy and contented family, well clothed and educated. 

The other man’s wages for twenty years consisted of 
a leaky motor boat, a worn-out automobile, some cheap 
furniture in a rented house and the memory of what he 
was pleased to call a good time. He had lived and en- 
joyed many pleasures. Both had acquired their posses- 
sions by the process of installment buying. One was 
prosperous, the other broke. 
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The men who sold them their possessions are not to 
be considered in the picture. The prosperous man used 
his purchasing power wisely, while the other man abused 
it. 

To pledge one’s future earning power to acquire some- 
thing that is an expense, rather than a profit, creates 
tastes and desires beyond one’s ability to satisfy, weak- 
ens one’s ability to accumulate surplus capital, and re- 
sults finally in an avalanche of debts beyond one’s ability 
to pay. Credit thus used is abused and is destructive. 

Therefore, the value of the installment feature of con- 
sumptive credit must be judged by the social and economic 
conditions it creates among our people generally. Its 
use properly directed may achieye much good. On the 
other hand, its use unrestrained by caution and good 
judgment, can do much harm to thousands of individuals 
and affect adversely our entire credit structure. 

If it promotes thrift, which is the wise and constructive 
use of nature’s gifts, and increases our wealth it is bene- 
ficial. If it promotes waste and extravagance, creates 
artificial values and brings about violent inflation and 
deflation it is not helpful. 


Productive and Commercial Credit 

Industry and Commerce, that vast domain of human 
activities engaged in the production and distribution of 
things to satisfy our needs and desires, has a credit tech- 
nique that differs from the other four primary divisions 
of credit. Its essential feature is short maturity and 
prompt redemption. 

In volume, if it be of high quality, it rises and falls 
with the rise and fall of production and consumption. A 
very large amount of it is used to pay wages and sal- 
aries which are in turn used to consume things produced. 
Thus, while consumptive and productive credit differ in 
many essentials they are interdependent. 

The men who produce raw material sell it to those 
who turn it into articles of use and service. The manu- 
facturers sell the finished product to the merchants who 
in turn pass it on to the consumers. At every stage of 
the process credit interyenes to accelerate production and 
distribution. 

The credit of merchants of undoubted worth and 
character may be compared with the blood that nourishes 
the human system. It nourishes the commonwealth and 
contributes to its growth and development by providing 
gainful employment for the people and supplying them 
with everything they need for their welfare and comfort. 

Every time a trade is made a credit with a correspond- 
ent debt is created, if the trade is not immediately settled 
with money or an order for the payment of money. 

The quality of commercial credit depends on the way 
it is used. -It must be used to create things that can and 
will be quickly consumed. It must be redeemed promptly 
at maturity. It must be regarded as temporary work- 
ing capital to be turned over as rapidly as the nature of 
the business will permit. 

If commercial credit is used as capital to buy the tools 


(Continued on page 32.) 
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WortH Notinc«.« 


A Digest of Credit News 
For Quick Reading 


President Lovett Honored in 
Kansas City 

July 15 was designated as “Lovett Day” in Kansas 
City, and the business and professional interests united in 
complimenting Mr. A. P. Lovett upon his election as 
President of the National Retail Credit Association. 

One hundred and fifty of the leading men and women 
of Kansas City assembled at luncheon in the Muehlebach 
Hotel. Every civic organization was represented and the 
professional men were present in large numbers. 

V.R. Gibson, President of the Associated Retail Credit 
Men of Kansas City, was Toastmaster and H. J. Burris, 
a Past Director of the National Retail Credit Associa- 
tion, delivered a wonderful message of good will and 
fellowship, congratulating Mr. Lovett on behalf of all 
present. Mrs. V. R. Lewis, on behalf of the women 
credit managers, presented a huge basket of flowers. 

President Lovett responded, expressing his appreciation 
of the honor and his realization of the responsibility of 


his office. 


» » » 


Reporting Derogatory Information 

During June, 11,621 derogatory items were reported 
to the Credit Bureau of Greater New York, bringing 
the total number reported since January to 67,064. 
These are slow and uncollectible accounts, accounts given 
for collection, domestic troubles, etc. 

What wonderful co-operation the credit managers of 
New York are giving their bureau! If all retailers fol- 
lowed this plan in their respective communities, the 


eficiency of our bureaus would be greatly increased. 
> » » 


“Save Your Check Tax With a 
Charge Account” 

This is the suggestion of Abraham & Straus, Inc., 
Brooklyn. “Save your bank check tax with an A. & S. 
charge account.” 

In a recent advertisement the store said: “Write one 
check a month instead of many for your purchases—save 
the tax on the checks vou don’t have to write. Tell any 
section manager you want to open a charge account, or 
vo direct to the charge office on the eighth floor, east 


building.” 

















Reprints of any article appearing in The Credit 
World may be obtained at nominal charge, cost de- 
pending on quantity desired. 
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Self-Liquidating, Non-Hoardable 
Money 

Earl S. Barker of Chippewa Falls, Wisconsin, is 
credited with suggesting that the government issue 
$+,000,000,000 of legal tender script to be retired in two 
years by means of a 1 per cent per week stamp tax. 

The plan is for the original recipient of this script to 
attach a | per cent stamp before tendering it as payment 
on purchase or obligation. A one-dollar bill will require 
a one-cent stamp, a five-dollar bill a five-cent stamp, and 
so on. The script would circulate a week and then the 
owner would be required to affix another stamp. In two 
vears this would mean 104 stamps had been used, re- 
deeming the bill at face value plus + per cent for the 
government. 

No one would wish to hold the script longer than 
one week, as he would be required to pay 1 per cent for 
doing so, thus the script would have a turnover of fifty- 
two times a year and the issue of $4,000,000,000 would 
mean a trade volume of $298,000,000,000 annually. 

Ie credit men hesitate about a carrying charge of 
14 of I per cent per month on accounts receivable. Here 
is a I per cent per week carrying charge on money! 

The idea at first glance seems fantastic, but it cer- 
tainly would create spending. What a wild scramble 
we would have on Saturday night to avoid paying an- 
other | per cent! The big point is, who is willing to take 
a lot of this money at ninety-nine cents on the dollar? 


Collections Are Good in Miami 
C. P. Younts, Credit Manager of the Frank T. Budge 
Company, Miami, Florida, keeps up his exceptional col- 
lection record during the depression. From July 9 to 
1+ he collected 51 per cent of the amount outstanding on 
July 1. 


Younts attributes this to a constant and persistent edu 


cation of customers to pay promptly. 
> » » 


New York Association Moves 
The Credit Bureau of Greater New York, Inc., and 
the Associated Retail Credit Men of New York have 
removed their offices to 381 Fourth Avenue, with an 
increase of 3,000 more square feet of floor space than the 
old offices. 
New York continues to grow in membership and serv 


ice. 








THe PRESIDENT’S 
MESSAGE 


ARTHUR P. LOVETT 


President National Retail Credit Association 





Dear Fellow-Members: 















With every indication of an upward swing in all lines 
of business, it behooves this organization to awake to 


its greatest need. That need is more members! 





Not only to make it possible to meet the 
program we have set for ourselves BUT--to 
serve this nation as it has learned it 


must be served. 


Now is Now is the time to talk 


National Membership! 













the time to en- 
roll those thousands 
who should be affiliated 
with this great organization. 
Our lesson is not learned until all 
retailers, bankers and professional 

men are enlisted under the banner of safe 
and sound credit extension. 


Yours very tru 
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Loan Plan For 
Liquidating Accounts 


By E. G. GRAVES 


Secretary, Retail Merchants Association 


Fort Worth, Texas 


An Address Before the Twentieth Annual Convention, National 
Retail Credit Association, Washington, D. C., June 22, 1932 


O ONE will deny that credit is the great support 
of our present retail merchandising system. The 
credit privilege is the balance wheel of business, 

and progress. However, in this era of broad credit pol- 
icies, when the average individual is prone to charge to- 
day, hoping to pay tomorrow, it is a very easy matter for 
him to become involved. 

This is particularly true during the past year or eight- 
een months, a period in which salaries have declined and 
business has shown a marked downward trend. Under 
these conditions with reduced salaries and part-time em- 
ployment, incomes have been reduced more rapidly than 
adjustment in cost of living. 

This makes it necessary for the credit consumer to 
balance his budget, to reconcile his income with his ex- 
penditures. This, of course, cannot be done immediately, 


but, on the other hand, requires sufficient time for re- 


adjustment of the tamily budget. 

During the period prior to 1929, when incomes were, 
in general, increasing, the question of financing the credit 
consumer was not so imperative. Now, however, with 
incomes decreasing, it is essential that some means of im- 
proving the situation be adopted, in order to stimulate 
collection turnover. 

Through the loan company, it is possible to start the 
debtor on the road to paying his existing obligations, and 
to assist him in arranging a definite budget for expendi- 
tures, which will keep him within the limitations of his 
income. 

Every item of expense should be carefully analyzed, 
and, if the debtor is found to be buying nonessentials or 
living on a scale beyond his income, these facts should 
be pointed out to him in order to eliminate any un- 
justifiable expense. Sufficient time should be taken when- 
ever necessary to explain carefully to the debtor how 
properly to proportion his income, and to adjust his ex- 
penditures. 

This is just as important to the merchants, as it is 
to the credit consumer, for unless his budget is balanced 
to keep him within the confines of his income, both his 
credit and finances will become dissipated, leaving ob- 
ligations he is unable to pay within a reasonable length 
of time. 
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The natural sequence to the proper budgeting of the 
credit consumer’s income is a definite movement toward 
his financial stabilization, a possible preventative of 
potential profit and loss accounts for the merchants. 

When, for various reasons, an individual finds it im- 
possible to meet obligations made in good faith, he then 
needs financing of the same kind, except on a smaller 
scale, as that required for a municipality, a large corpora- 
tion, or any business enterprise. It matters not what the 
cause may be, immediate relief from the burden of his 
debts is imperative. His creditors are entitled to pay- 
ment, but the debtor must have financial assistance in 
order to make that satisfactory settlement. 

Unfortunately, the present financial service available 
for the purpose is usually so expensive and unsatisfactory 
in other respects, that he is inclined to make but little 
determined effort to improve his situation. 

To alleviate this condition for the benefit of the debtor 
and the creditor, the retail merchants of Fort Worth 
organized the Retail Merchants Loan Company for the 
purpose of operating a funding plan under the supervision 
of, and in conjunction with, the Retail Merchants As- 
sociation. This Association, acting as agent for both 
debtor and creditor, directs their mutual cooperation in 
a constructive service which is simple in its fundamentals, 
serviceable and flexible. 

The Retail Merchants Loan Company was incorpo- 
rated with a paid in capital stock of ten thousand dollars. 
The stock was sold for one hundred dollars per share to 
merchants and credit granters in our community. No 
one investor was sold more than 10 per cent of the cap- 
ital stock. 


The service rendered by this corporation is designed 
to loan sufficient money to individuals involved, for the 
purpose of liquidating by centralizing their total indebted- 
ness into one place to pay, with one amount to pay each 
pay day. In this manner the question is solved of how 
to relieve frozen assets in the form of delinquent accounts, 
and at the same time to retain the good will of the debtor 
without expense to the creditor. 


Upon application of a debtor for a loan, a statement 
of his income, fixed and current, and other pertinent in- 
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formation necessary to properly support his application every three months, and their statements are checked as 

is required. After the application is taken, the total to accuracy and financial strength through logical sources h 

amount of his indebtedness is computed, and a carrying of investigation. ce 

charge of 10 per cent is added to the amount. The contingent liability of the merchant represented si 

A note is then made out for the amount owed, plus by his endorsement for limited liability on the note of Ww 

the carrying charge. The note is made payable in either the debtor is reduced to a very small percentage, due to as 

weekly, semi-monthly or monthly payments of equal the fact that a debtor will recognize a note more readily le 
amounts to coincide with the manner in which he receives than he will an open account, and he is ever conscious 

his income. These installments do not exceed a period of the stigma on his credit record in the event the note is lo 
of twelve months’ time. If he chooses to do so, the recalled for default of payment. Then, too, it is much 

debtor may obtain the signature of two or more dis- easier to pay one creditor one amount each week, or " 

interested parties as sureties, but this is not obligatory. month, than it is to try to pay six or seven creditors a rh 

After the application is carefully checked, through our little out of his income each pay day. s 

Reporting Department, for accuracy and authenticity, it There is some debate regarding the 10 per cent rate " 
is referred to a secret loan committee for their considera- of interest charged as compared with the prevailing bank 

tion. If the application is accepted, we ask each creditor rate of interest on notes of this character. In the first ob 

to sign the note for limited liability covering the amount place, the bank is not particularly interested in small Te 

of his account. We then send the creditor our check loans. Then, too, we understand that only between 15 as 

direct from our office, in exchange for his signature for 20 per cent of the people have borrowing privileges th 
limited liability—a very profitable transaction for him, from the banks, and no doubt this percentage is suffering 

as he exchanges his delinquent account for cash, without a continuous decline, due to our present economic dis- riv 

cost to him. turbance. pa 

If any creditor listed in the application does not show In the very nature of things, we cannot make the ex- of 

sufficient financial strength to justify the acceptance of haustive investigation and handle all the bookkeeping th 

his signature, his account is prorated to him as the debtor and detail work with as small a staff, or at as low a by 

pays the note. All other creditors receive their checks cost for other items, as a bank, due to the fact that our of 
immediately. Financial statements from all creditors individual loans are much smaller in amount than the 

participating in this service are required at intervals of loans made by a bank. tio 
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We might even say that what a bank should charge 
has no comparison whatever with the question of what 
constitutes a fair charge for our funding service. Con- 
sidering the work and expense we have as compared 
with that of the bank, we are not charging any more, if 
as much, as the bank would charge on this character of 
loans. 


During the six years we have been operating, we have 
loaned over $860,000 and only lost $80—a charge off to 
profit and loss of one-hundredth of one per cent, covering 
our six years of operation. This money was loaned to 
5,200 individuals caught in the eddies of the stream of 
financial difficulties. 

The cause may have been no fault of theirs, but it was 
obvious that immediate financial assistance must be of- 
fered, to restore their financial stability. Unbelievable 
as it may seem to you, our ratio of recalled loans is less 
than 6 per cent of the total loans made! 

Even in the event of a recalled loan, the creditor de- 
rives a benefit, by getting some portion of his account 
paid before the note is recalled. This gives him the use 
of his money, which he would not otherwise receive, 
thereby saving him the interest he would otherwise lose 
by carrying the account beyond the profit vanishing point 
of accounts receivable. 


If due to unforeseen adversities and financial limita- 
tions, the debtor is unable to pay off the entire note in 
twelve months’ time, we refinance the unpaid balance 
for another twelve months, adding 10 per cent charge 
for the additional time. In this manner, we reduce our 
ratio of recalled loans and give the merchants additional 
protection, and at the same time give the debtor every 
opportunity to pay out his just obligations, thereby as- 
sisting him in improving his credit record and salvaging 
his good name. 

The debtor’s reaction, therefore, is always friendly 
toward the Bureau, as well as to his creditors for he 
cannot help but realize that they are rendering him a 
service, in trying to assist him out of a temporary em- 
barrassment, in which his financial extremities have 
placed him. Whenever possible, we urge the individual 
making the loan to insure the loan for its face amount, 
which will cancel the note in the event of death. This 
insurance costs the individual one dollar per hundred, 
and gives the creditor additional protection, in the event 
of the death of the debtor, during the life of the note. 

By eliminating the necessity for the applicant to ob- 
tain signatures of two or more disinterested parties, on 
his note, we find that many executives avail themselves 
of this service, while they would not for a minute com- 
promise themselves, or consider the humiliation of ask- 
ing their friends to sign their note. By placing the lia- 
bility on those who directly benefit, the creditors, the 
debtor is not compromised by his friends, and, therefore 
many accounts are collected, which would otherwise re- 
main on the books of the merchant for possibly many 
months. 
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The plan is strictly a business proposition, presented 
in a businesslike manner, for the benefit of the persons 
it serves—the debtor, the creditor, the investor and the 
bureau. 

The merchant benefits by getting a.turnover on his 
accounts receivable without collection expense to him, 
and the possible elimination of a profit and loss account; 
at the same time retaining the good will of the debtor. 

The debtor benefits by the centralization of his in- 
debtedness on a systematic budget basis, with a sufficient 
length of time to liquidate, thereby securing relief from 
the burdens of his debts at a very nominal cost to him. 

The investor in the loan company receives a very fa- 
vorable return on his investment, without the hazard of 
sustaining a loss on the character of his investment. 

And finally, the bureau operating the loan company 
receives the good will and favorable publicity of the mer- 
chants, and the public it serves, as well as an attractive 
profit for its services. 

Due to prevailing business conditions, there is an in- 
creasing and urgent demand for this necessary and con- 
structive service, thereby giving it a definite and prom- 
inent place in the business of the community. 

The merchants have been slow in realizing the eco- 
nomic value this service offers in its relationship to their 
business. However, they are beginning to realize what 
the value of this funding service means to the great mass 


(Continued on page 27.) 








When You Need a 
Collection Agency-- 


Why Experiment? 


Send your claims to a dependable and efficient 
collector—bonded by your Association. 


The National Retail Credit Association has 
placed its stamp of approval on six hundred collec- 
tion agencies affliated with our Supervising Col- 
lection Department. 


They are an important feature of National 


Service—patronize them! 


Supervising Collection Dept. 


National Retail Credit Assn. 


1218 Olive St. St. Louis, Mo. 

















HE Merchants Credit Bureau of Detroit has de- 

veloped a system of accounting which has provided 

accuracy, speed and economy through the use of the 
tabulating machine. 

When the bureau reaches the point where it has 1,000 
or more members to serve and operates on the meter 
plan, it involves a very considerable amount of clerical 
work. For example, with 1,000 merchants and eight 
possible different charges one can readily see the amount 
of work involved in the proper sorting of charge slips 
from which to make out the monthly invoices for the 
member. 

First, the charge slips would have to be sorted out into 
1,000 different stacks, then each stack, representing the 
charges to one particular member, must again be sorted 
into eight different stacks in order to get the total num- 
ber of each kind of charges. This means, therefore, a 
handling of charge slips eight thousand times before they 
would be ready for billing. 

After this was done there was the counting of the 
slips and multiplying by the amount of the charge. This 
involved a great amount of labor and a considerable delay 
in getting all of the monthly statements out. Unless one 
could afford to put on additional help each month, it 
meant seven or eight days before our statements were 
out if done by the regular employees of the accounting 
department. 


With the new method all this is now done and the 
statements out within twenty-four hours from the time 
the last charge is made at the close of the month and 
with one-third of the number of people to do it. 

As in most bureaus, the Inquiry Ticket we use, as il- 
lustrated in Figure 1, becomes the original charge slip. 
These inquiry tickets are in triplicate so that the original 

_ does not become soiled, or defaced by memoranda in com- 
piling information from references. This is done on the 
duplicate known as the work sheet, and the triplicate 
copy is the file tickler. As soon as the report is com- 
piled, therefore, the operator, who is responsible for it, 
checks in spaces at the top of the ticket, numbered from 
one to eight, the kind of report furnished, which is desig- 
nated by numbers. 

These inquiry tickets are accumulated at the close of 
the day and sent to the accounting department as charge 
slips. On the ticket illustrated this indicates a telephone 
report at 60c was furnished subscriber No. 146. The 


Bureau Accounting Simplified 
With Tabulating Machines 


By FRANK E. PARKER 


Vice-President and General Manager, Merchants’ 
Credit Bureau, Detroit, Mich. 


accounting department then punches a card for each 
charge slip. 

This card is illustrated in Figure No. 2. On this card 
is punched the kind of report furnished, the amount of 
the charge for the particular report and the member’s 
number. This is done very rapidly and at the completion 
of the punching of the cards for all the previous days’ 
charges these cards are put on the tabulating machine 
which, in almost less time than it takes to tell it, gives 
the total number of each kind of reports and the amount 
in dollars and cents. 
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Early each morning, therefore, the manager has a 
record of the number of each kind of reports furnished 
the previous day, and the total amount in dollars and 
cents, together with an accumulative total for the month. 
This is recorded daily on a simple ruled form. 

Toward the end of the month the cards are put on 
the sorting machine. This machine sorts these cards out 
at the rate of 400 per minute to bring all cards of each 
member together. A dividing card with an extended 
tab at the top is inserted between each stack of cards 
now being sorted, according to members. 

They are again put on the tabulating machine for bill- 
ing purposes. When the machine is started it runs until 
it comes to one of the dividing cards and stops. It then 
shows the total number of reports for that member only 
and the amount in dollars and cents, which is copied by 
a typist on a typewriter equipped with a totaling device. 
Sample of this invoice is shown as Figure No. 3. 

Reference is then made to the ledger sheet. Any 
previous unpaid balance is picked up and put on the in- 
voice and any amount due the member by the collection 
department is posted on the invoice to his credit and the 
balance brought down in the total balance column. 

At the conclusion of making these invoices, the ac- 
cumulative total in the typewriting machine must agree 
with the total of the sales for the month as shown on 
the Daily Sales Sheet, and each machine carrying an 
accumulative total proves the accuracy of the work as it 
proceeds. If at any time the two accumulative totals 
did not agree the operator would know she had copied 
the figures wrong on her invoice before it was taken out 
of the machine. 


The ledger postings are made on ledger sheets which — 


carry the same eight columns and the total of the post- 
ings must agree with the other totals, namely the Daily 
Sales and the Invoice. The ledger sheets show, therefore, 
the total number of every kind of report furnished a 
member as long as he has been on the books. 


The Original Charge Slip, Figure No. 1, is kept for 
a period of ninety days and then destroyed. It is under- 
stood by the members that if there is any question about 
their charges, if not made in less than ninety days it must 
stand approved. 
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The equipment can only be rented, but the monthly 
rental is less than the price of one clerk and does the 
work of several, besides providing absolute accuracy. 

The Merchants Credit Bureau of Detroit has been 
signally complimented in the fact that the Graduating 
School of Business Administration of Harvard Univer- 
sity requested permission to use copies of its forms and 
a description of the system for publication in their prob- 
lem books and for teaching purposes. 
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ASHINGTON BULLETIN 





R. PRESTON SHEALEY 


Washington Counsel, National Retail Credit Association 


FOREWORD 


URING the session of Congress just concluded, 

it was authoritatively stated that if the Veterans’ 

Relief bill, so called, had been passed it would 
have caused irreparable damage to our credit. Certainly 
the admitted fact that more than one-quarter of our 
Federal taxes goes to veterans and others inducted into 
the military service during the World War makes leg- 
islation dealing with this subject vital. 

Public No. 212, 72nd Congress (Leg. App. bill), cre- 
ated a joint Congressional Committee to sit during the 
interim and make a report of its investigation with recom- 
mendations not later than January 1, 1933. Its mem- 
bers. are as follows: 

Senators Arthur R. Robinson, Indianapolis, Indiana; 
Smith W. Brookhart, Washington, Iowa; Henry D. Hat- 
field, Huntington, West Virginia; David I. Walsh, Clin- 
ton, Massachusetts; Walter F. George, Vienna, Georgia. 
Representatives John McDuffie, Monroeville, Alabama, 
Milligan, Richmond, Missouri; 
John W. Boehne, Jr., Evansville, Indiana; John ‘Taber, 
Auburn, New York, and Burnett M. Chiperfield, Can 
ton, Illinois. 


Chairman; Jacob L. 


On July 13, Representative Patman of Texas intro- 
duced another bonus bill, H.R. 12957. 


Legislative 


(a) Congress will not resume sessions until Decembet 
but in the interim it will still be on the map. It has 
authorized investigations to the number of twenty-three 
to be conducted during the summer and fall. Among 
the more important investigations to be conducted by 
Senate Committees are St. Lawrence Waterways, Fed- 
eral Farm Board, foreign currency values as related to 
importations, Reconstruction Finance Corporation loans, 
and stock exchange practices. 

A subcommittee of the Appropriation Committee is 
to continue study of governmental expenditures. On the 
House side an inquiry is under way in the Committee 
on Pest Office and Post Roads to investigate post office 
contracts; the Interstate Commerce Committee will con- 
tinue its investigation of transportation holding com- 
panies and is including in its investigation transportation 
of persons, properties, energies, or intelligence, in inter- 
state or foreign commerce. 


A special committee of the House is already at work 
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investigating competition of the government in private 
industry and both Senate and House will soon take a 
peep at campaign expenditures. All in all it would ap- 
pear that Congress is determined to let the public know 
that it is still on the job. 

(b) Several postal bills became laws at the last ses- 
sion which may be of interest to credit granters. Among 
them is one revising the fees for domestic money orders, 
the new law making such fees as follows: 

For orders.—‘‘From $0.01 to $2.50, 6 cents ; from $2.51 
to $5.00, 8 cents; from $5.01 to $10, 11 cents; from 
$10.01 to $20, 13 cents; from $20.01 to $40, 15 cents; 
from $40.01 to $60, 18 cents; from $60.01 to $80, 20 
cents; and from $80.01 to $100, 22 cents.” 

(c) The Legislative Appropriation bill under the title 
of Reorganization of Executive Departments has _at- 
tempted to make a start in government consolidation. 
Somewhat elaborate provisions have been outlined under 
this title of the Legislative Appropriation bill, authoriz- 
ing the President under certain restrictions to make a 
start in this direction. These restrictions would seem 
to make of consolidation a joint Executive and Congres- 
sional proposition but the writer ventures the assertion 
that even though these provisions are utilized to the ut- 
most or the provisions of any other law are so utilized, 
the savings will be far below what many taxpayers have 
been led to believe would result. 

Civil expenditures of the government, even now, are 
not as excessive as many believe and taxpayers, if they 
are not to be disappointed, had better turn their efforts 
and attention in two other directions, viz.: Federal ex- 
penditures for wars, past, present, and future; and state, 
municipal, and county expenditures. Economies in those 


directions will afford large and tangible results. 


Departmental 


a) Two hundred and five questionnaires have been 
received to date on the fifth semiannual retail credit 
survey which is being conducted jointly by the Na- 
tional Retail Credit Association and the U. S. Depart- 
ment of Commerce. 

In addition to a check-up by the credit bureau, follow- 
up letters have been forwarded to merchants during the 
past few days urging them to submit their figures at an 
early date in order that the results of the survey be made 
available as soon as possible. ‘Twenty-five cities are rep- 


resented in these surveys covering seven lines of trade, 
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namely, department stores, furniture, jewelry, men’s 
clothing, shoes, women’s specialties, and electrical ap- 
pliances. 

(b) The manuscript on the Causes of Commercial 
Bankruptcies is now in the hands of the Public Printer. 
This report covers all types of commercial failures in the 
metropolitan district of Boston for an eight months’ 
period during the years 1930 and 1931. 

It contains a wealth of valuable information and facts 
that can be used advantageously by credit men. Among 
other things the report contains data on sales and credit 
losses and the frequency of various causes of failure with 
illuminating case histories which reveal the unscientific 
methods that these bankrupts used in conducting their 


businesses. 


Court Decisions 

(a) Retail merchants will be interested in the decision 
of the United States Circuit Court of Appeals for the 
Second Circuit (New York City) which on June 6 
reversed an order of the Federal Trade Commission in 
the matter of Northam Warren Corporation. The Com- 
mission in its order had taken the position that paid 
testimonials printed as advertising matter should dis- 
close the fact of such payment upon the ground that 
failure to make the disclosure tended to mislead and de- 


ceive ultimate purchasers. 


WILLIAM NELSON TAFT 


We regret to announce the death of William 
Nelson Taft, Editor of the Retail] Ledger of 
Philadelphia. 


Taft had done much to advance the ethics of 
retailing and was a loyal supporter of the 
National Retail Credit Association. He donated 


the beautiful silver trophy awarded at our Wash- 


ington Convention for the best plan for promot- 


ing credit sales. 
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The decision of the Circuit Court of Appeals in re- 
versing this order held in substance that while a testi- 
monial may be given for compensation yet if it is truth- 
ful and does not misrepresent the merchandise, the sub- 
ject of the testimonial, purchasers of the merchandise 
are not deceived even though the fact that the testi- 
monial was paid for is not mentioned. The court also 
held that failure to mention the fact that the testimonial 
was paid for was not a misrepresentation and the Com- 
mission was, therefore, without jurisdiction. 

(b) If you happen to be a retail merchandising corpora- 
tion by all means set up a reserve for Federal taxes which 
you know you will have to pay and also those you are 
doubtful about. If you don’t you may find yourselves 
in the position of stockholders of an advertising corpora- 
tion which was told on July 26, by the United States 
Board of Tax Appeals to pay corporation income taxes to 
the Government from dividends which had been thereto- 
fore distributed to them by way of dividends. 

In the instant case, Green’s Advertising Agency, the 
Board held that by reason of dividend distributions the 
company became insolvent and was unable to pay Gov- 
ernment income taxes from its remaining assets. The 
Board held that such dividends in the hands of stock- 
holders are impressed with a trust in favor of the Gov- 


ernment for the taxes of the corporation. 





POSITION WANTED 


Credit Manager, five years experience in retail 
credits and office routine. Best moral and business 
references. Address Box 82, CREDIT WORLD. 











The Two Best Books 
On Retail Credit! 


Retail Credit Procedure 


By Norris A. Brisco 
in collaboration with The Associated Retail Credit 

Men of New York City | 
Based on the actual experiences of these success- 
ful credit men, this book solves the problems which 
confront retailers from the moment the prospective } 
customer says, “I would like to open a charge 
account.” Official Textbook of N. R. C. A. Courses. 

PRICE $4.00 


Retail Credit Practice | 
By Bartlett & Reed 


A practical, authoritative manual for retail store 
credit executives and students of credit practices 
Official Textbook of N. R. OC. A. Courses, 

PRICE $4.00 








Order From 


| NATIONAL RETAIL CREDIT | 
| ASSOCIATION | 
| 


Executive Offices, St. Louis, Mo. 
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Junior Chamber of Commerce 


Tackles Slow-Pay Problem 


(Pasadena, California, August 6th—S pecial ) 





“i 


Panaceas and politics will not bring back prosperity,” 
declared Howard S. Davidson tonight, re-elected national 
vice-president of the U. S. Junior Chamber of Commerce, 
during the closing hours of the thirteenth annual con- 
vention of Junior Chamber delegates assembled here from 
every city of importance in the country. 

“Let’s stop kidding ourselves,” said Davidson. ‘As 
young men, with our lives and future before us, we can- 
not wait around for things to just happen. We've got 
to make things happen! The next few decades are ours, 
and whatever happiness we get out of them will in no 
small measure be dependent on how we conduct ourselves 
during the next few months. 

“This nation has unlimited assets and yet millions of 
us are sitting around paralyzed by fear, half-clothed and 
hungry. We have unlimited resources of materials, 
plenty of labor, and people still want things. Yet some 
of us, collectively and individually, to a greater or less 
degree, have become about as weak and helpless and fear- 
paralyzed as a mouse that has been cornered too far away 
from his hole. 

“Let’s stop waiting for Santa Claus and let’s stop be- 
lieving in bugbears. I propose that we of the Junior 
Chamber of Commerce shear Old Man Depression of 
his locks and show him up for what he really is. A 
good start will be to cause every family in this country 
to realize the wide gulf in living satisfaction between 
managing their expenses and letting their expenses man- 
age them. 

“We have heard a great deal about balancing the 
National Budget, but it is a great deal more important 
that twenty-nine million families should balance their 
budgets and pay their bills promptly. 

“Then let’s take the necessary and proper steps to 
cause the liquidation of the billions of dollars now tied 
up in bills, owed by families who could pay but who are 
content to let the merchant use his credit and provide 
them with a free banking service. 

“The National Retail Credit Association tells us that 
there are in the United States today billions of dollars 
in unpaid bills—bills owed by people with regular in- 
comes. This is a war on depression and everybody must 
do his share. 

“The United States Department of Commerce in a 
recent survey, found that the average length of time that 
millions of dollars of merchants’ working capital was tied 
up in accounts due the tenth of the month following 
date of purchase had increased from an average of 70 
days in 1929 to 80 days’ average for last year. 

“Think of what it will mean to each of you when 
people in your home town and in all the other towns in 
this country use their own borrowing capacity to pay 
their bills when they are actually due instead of ham- 
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stringing the merchant. Orders will be placed, factories 


will add to pay rolls, railroads will start hauling things. 
Think of what it will mean to your business, and mine, 
and all business when families begin to make their dollar 
buy all that it can and should. 

“During: the coming year, I propose that the Junior 
Chamber of Commerce, in fulfilling the threefold pur- 
pose for which it was organized, namely that of con- 
tributing to the success of younger men, of enabling them 
to take a more active part in community life, and of ex- 
pressing their point of view, adopt as a part of our pro- 
gram a campaign in our own and other American com- 
munities, impressing upon families the rewards of plan- 
ning their expenditures, and of the relief that comes when 
bills are paid. 

“As business men, let us oppose lackadaisical credit 
and collection methods which allow tenth of the month 
bills to actually be paid on an average of more than two 
months later. Families must be made to realize since 
the business of the home is the largest business in Amer- 
ica, for which all other businesses exist, that backwoods 
days are gone forever. The individual and collective 
financial condition of the home is the financial and busi- 
ness condition of this nation. 

“Let us show America the way to budgeting. Help- 
ful, authoritative literature written by experts is free for 
the asking. As leaders in our communities, let us, by 
example, put our own individual household affairs in 
order and then proceed to sell our neighbors and com- 
munities on the idea.” 


This Month’s Cover 


This month’s cover reproduces in miniature the il 
lustration which will appear on the 1933 calendar being 
prepared by your National Office for use by its credit 
bureaus and affiliated members. 

The actual calendar illustration, which was drawn by 
Frank Nuderscher, famous mural painter, is almost two- 
and-one-half times larger than the cover design and is 
lithographed in four colors. 

Samples of the calendar have been mailed to all bu- 
reaus and already orders and inquiries are pouring in 
from all parts of the country. 


» » » 


Lovett Makes “‘Hole in One”’ 


Just to prove that the honor of being President of the 
National Retail Credit Association has not affected his 
golf, A. P. Lovett made a “hole in one” on No. 10—126 
yards—Ivanhoe Golf Club. This is the second “hole in 


one” he has made this year! 








- POSITION WANTED 


Credit and Collection Executive—Accountant: 13 
years’ experience, Department and Chain Store, Suc- 
cessful Sales Promotion Record, Credit Volume 
$500,000. Age 30 years, married, will travel. Best 
of references. Inquiries invited. Box 81. CREDIT 
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Our Service Department Lays the 
Foundation for a Preeminent Service 


By JAMES D. HAYS 


General Manager, Harrisburg Credit 
Exchange, Inc., Harrisburg, Pa. 


An Address Before the Twentieth Annual Convention, National 
Retail Credit Association, Washington, D. C., June 23, 1932 


ODAY, this Association stands upon the threshold 

of a new and undeveloped era of consumer credit 

reporting, if there be a sane and sensible type of 
reciprocal thinking and a real honest vocational desire 
on the part of each and all of us to make this, our 
National Association, the greatest outstanding factor in 
the retail credit activities of this continent. As we fix 
our vision and our minds on the future and its possibili- 
ties, we become fully cognizant of the fact that with all 
our past efforts we have but scratched the service possi- 
bilities of a great future. 

To be sure, the past has taught us many valued les- 
sons, and has given us an experience upon which to build 
a preeminent service for the future. We have a clearly 
defined plan, we may have our eyes fixed upon a service 
objective of merit, but to accomplish that objective, we 
must have a wholesome type of co-operative thinking. 

Selfish motives cannot have a place in the set-up for 
future development. Again let me reiterate, that today 
we have the opportunity and plans under way to make 
the National Retail Credit Association and its Service 
Department the greatest and most outstanding consumer 
credit granting and consumer credit reporting organiza- 
tion of all time. As these plans materialize and our 
respective individual responsibilities are realized, we shall 
far surpass all others, yes, even preeminent will it stand 
if we are but willing to shoulder our yoke of duty and 
advance together in national unison. 

Your Service Department has made some very es- 
sential strides in the progress and development of credit 
reporting during the past year. They have made an 
honest effort to cover this country with a blanket of 
service so that we can definitely and with a clear con- 
science come to you in the very near future, Mr. and 
Mrs. Credit Grantor, and say to you, and mean it, that 
we now cover every acre of ground in these United 
States. 

Our one aim is to have every acre of ground covered 
by one of our affiliated supervising bureaus and that plan 
is well advanced toward accomplishment, as all of our 
State Associations have been doing a masterful job in 
the allocation of territory all through the year. To 
date, nearly every state has filed its allocation map in 
the National office. 


AUGUST, 1932 





I like to think of this allocation work in the words of 
Emerson, when he said, “Nature is methodical, and doeth 
her work well.” May I refer you to nature for my il- 
lustration. We have all, some time or other, marveled at 
the structure of a spider’s web. Lines radiating from a 
given center, then cross lines forming other centers or 
sections, and so on until the entire web is constructed. 

I ask you to think for a moment and liken that web 
to the service weaving of your Service Department with 
its 1,205 affiliated credit bureaus, each a center of a sec- 
tion, and from which lines radiate in all directions, and 
all centralized about the one common center, our Na- 
tional office. 


Within the confines of these affiliated credit bureaus 
will be found sixty million master cards showing the 
credit history of as many individuals. 

Just as long as we have human frailties, we shall have 
monsters of destruction that may cause a breakdown at 
times. Selfish motives, selfish thinking, confined com- 
munity thinking rather than in the light of a thousand 
communities, thereby strangulating progress, are just a 
few of the monsters of destruction that can destroy this 
network which time and experience have built. 

But like the spider, when a breakdown does occur, 
we shall again weld the fabric of service so that our 
reporting service obligation may be maintained and ful- 
filled, as well as being constantly advanced and extended. 

That, my friends, is what we term allocation of terri- 
tory under the supervision of some affiliated bureau to 
insure you a more complete, more valuable credit re- 
porting service. 

Much has been said about National Consumer Re- 
porting as advanced and developed under the National 
Unified Set-Up approved by the Board of Directors, for 
the express purpose of bringing into our bureaus the vast 
volume of reporting business now going to outside or- 
ganizations, thereby depriving our credit granters of much 
credit information about their customers that should and 
has a right to be recorded within the confines of our 
affliated credit bureau files. 

When this is accomplished it will mean a far more 
complete credit reporting service to those whom we serve. 
And it is needless for me to mention this fact, but it is 
becoming increasingly important that our credit granters 
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be in a position to know their customers’ total credit 
commitments in order that credit may be granted in the 
most intelligent manner, thereby eliminating numerous 
unprofitable accounts. 

All our efforts in this line have been done with two 
main thoughts in the foreground. First, that our sub- 
scribers to our affiliated bureaus may have the best and 
most complete service that can possibly be rendered, and 
second, to bring into the affiliated bureaus a greater 
volume of reporting business, business that is now being 
diverted into sources where such paying habit experience 
becomes buried and not available to our credit granters. 

In order that this task might more easily and more con- 
veniently be handled, District Offices have been estab- 
lished in St. Louis, New York, Atlanta, and in the near 
future our plans call for additional offices in San Fran- 
cisco and Dallas. Our field representatives have been 
placed in charge of these offices to supervise and obtain 
reporting business for the bureaus of their districts. 

*Standard report forms, standard correspondent report 
forms, and standardized billing practices have been 
adopted, all with the thought in mind of bringing within 
the files of our affiliated bureaus and under the name of 
the National Retail Credit Association, the greatest ac- 
cumulation of consumer credit information that has ever 
been gathered. Surely our credit granters will appreciate 
our efforts in bringing to them a far more complete serv- 
ice than heretofore possible. 

Our aim is to report for every individual, corporation 
or company dealing direct with the consumer on a credit 
basis, and if this goal be attained we will have a service 
that will stand preeminent and be desired by all. 

There has been a very distinct trend toward a stand 
ardization of reports, so that a more complete, uniform 
and intelligible report may be expected from all bureaus. 
We have realized that in many instances our reports 
lacked a standard by which they might be recognized and 
a very measurable improvement will be noted by the adop- 
tion of various forms by state and group associations. 
This is just another step in the general desire to improve 
the service, making it a desirable product for all those 
dealing direct with consumers. 

A special committee has been working during the year 
studying our locate service, and we trust that a recom- 
mendation tending toward standardization and a better- 
ment will be the result of their efforts. 

We realize that thousands of dollars are lost each year 
by those we serve, through the medium of lost debtors. 
Therefore, a tracing service with a reasonable return 
would be highly acceptable to all credit granters. Surely 
no one is better equipped than our bureaus to list, watch 
and locate such skips and their nefarious practices. 

There are many other features being studied and _ be- 
ing put into practice, all looking toward a general im- 
provement and general broadening of the scope of our 
Just thinking about these plans will not carry 
us far, for it is a well-known fact that good thoughts 


service. 
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are no better than good dreams unless they be executed. 
Therefore, an action is the perfection and publication of 
thought. 

Every association shows its true face in its service. It 
reveals its character and its circumstances. Our varied 
services, consciously or unconsciously, represent a por- 
trait of our entire Association. In other words, our 
service is a snapshot of our people within this Assccia- 
tion, and a picture to the public. 

Our National Association must continue to be a busi- 
ness organization with a definite purpose. We can con- 
sider our past as a great shadow pointing always to the 
sun behind us, and from that past we must build and 
prepare for the future that lies before us. 

We dare not muff the opportunity that now opens be- 
fore our combined vision and the advancement of con- 
Selfish thinking for 
advancement has no abiding place among us, but co- 


sumer credit ideals. personal 
operative endeavor is a welcome guest and with it must 
be found the keystone upon which the future activities 


exist. 


Tacoma Elects New Officers 


The Tacoma Retail Credit Association has no fear of 
present business conditions. New officers have been 
elected and a practical reorganization of the Association 
effected, with ninety-six members, the largest number 
ever enrolled. 

The new administration has set the goal of 150 mem- 
bers before January. As all members are also National 
members, this means that Tacoma becomes one of the 
100 per cent units of the National Retail Credit Asso- 
ciation. 

The newly elected officers are: 

J. S. Taylor, Friedman Jewelry Company, President. 

C. F. Elder, Schoenfelds, Vice-President. 

Fred Baxter, Rhodes Brothers, Treasurer. 


FE. F. Schuyler, Rating Bureau, Secretary. 








Chicago Collections 


Should Be Sent to 


Credit Service Corporation 


Collection Department of the Chicago 

Credit Bureau, Inc., and Credit Reference | 
Exchange, Inc. 

x 

The Official Credit Reporting Service of the 

| Associated Retail Credit Men of Chicago 


35 South Dearborn Street, Chicago, Ill. | 
| Telephone, Randolph 2400 








Credit Reports 


Collections | 
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Should the Doctor Belong to 
the Retail Credit Bureau? 


By R.A. SWINK 


The National Service Bureau for Doctors, Inc. 


Cincinnati, Ohio 


HE question naturally arises whether a doctor should 

be a member of a retail credit bureau or not. As I 

understand the credit bureau set-up, there are three 
major functions it performs. 

One is that of securing and filing in a central office 
complete and up-to-date credit information about as many 
debtors as possible. A second function is that of passing 
back this information to bureau members for the purpose 
of guiding them in the granting of credit to new debtor 
applicants or in extending further credit to old accounts. 

And the third function is that of collecting delinquent 
accounts for bureau members after the member’s own 
credit department has failed to collect by the usual meth- 
ods. 

The first two functions are essentially CREDIT 
GRANTING functions, whereas the third is a COL- 
LECTION function—one that obviously becomes op- 
erative only after credit has been extended. 

My experience with physicians has led me to the con- 
clusion that a doctor will NOT consistently use the 
credit-granting service of a credit bureau, but that he 
will use its collection service, if available. 

The only use I have ever been able to get any of my 
clients to make of a credit report has been in certain 
cases where the fee to be charged might be influenced to 
some extent by the financial ability of the patient. 

Only once or twice do I recall a request toe get a pa- 
tient’s bill-paying record for the purpose of using it to 
determine whether credit should be granted or not. All 
the other requests were made after the event, that is, 
after the services were performed and for the sole pur- 
pose of helping to determine a fair fee. 


How Doctors Differ From Credit Granters 

The reasons for this are not hard to find. In the 
first place, the doctor’s attitude toward a new patient is 
instinctively that of host toward guest. 

It rarely, if ever, occurs to him to check up on the pa- 
tient, and even if he did and the record was bad, the 
doctor would probably be very much embarrassed if he 
were expected to say to the patient what the efficient 
credit granter in a retail store must tell a new customer 
under the same circumstances. The doctor in most cases 
would far rather give his services free than tell the new 
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patient he must pay cash or make some acceptable guar- 
antee of payment. 

Another reason why the doctor does not use the purely 
credit granting services of the bureau lies in the fact that 
he is giving his patient service rather than merchandise. 

The merchant, who has paid out $10 of his own money 
for a chair, and is about to sell it to a charge customer 
for $15, wants to be pretty sure that he will either get 
the $15 or else be able to retrieve the chair, because the 
thing the customer is taking represents actual cash out- 
lay in addition to the usual overhead expense charged 
against it. The doctor, of course, also makes a con- 
siderable cash outlay for what he gives his patient. 

His various supplies, such as drugs, adhesive, gauze, 
cotton, his electric current, x-ray films and developer, sal- 
aries to assistants, rent, laboratory reports, etc., all cost 
him actual money. Still he is very likely to continue 
looking upon his services as something intangible and 
for which he has not paid out any cash, hence, he is not 
nearly so credit-conscious as is the merchant. 

Still another and very important reason for the doctor's 
not using the credit granting function of the bureau is 
that his work is so often of the emergency or near-emer- 
gency type that not only would he never even remember, 
under the strain of the emergency, to have the patient’s 
credit record looked up, but it would be a serious blot on 
his professional conduct if he held up a patient who 
needed immediate help, pending his getting a report. 

When a man develops a suddenly acute appendix, or 
is run over by a “hit-skip” driver, or has a heart attack, 
he needs IMMEDIATE attention and gets it, regardless 
of his financial record. In a case of this kind, let us 
suppose the doctor did call the Credit Bureau for a re- 
port, and suppose further that the report was bad; the 
very least the doctor could do would be to care for the 
patient’s immediate need and then tell him to go else- 
where for subsequent care, or provide some guarantee of 
payment. 

But if I understand the mental attitude of doctors (and 
I think I have worked intimately enough with them to 
feel that I do understand them), I do not know of a 
man among my clients who would even so much as think 
of abandoning a patient after the initial treatment, even 
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though a credit report on him was bad. It just isn’t in 


their make-up to deal with people that way. Once a 
patient who is sick comes to the doctor, and the doctor 
begins treatment, he is “hung to go,” so to speak, until he 
is through with that case. 

Even if a patient’s illness is not of the emergency 
type, the situation is changed very little so far as the doc- 
tor is concerned. If a man is sick, even though the ill- 
ness is mild or the patient considers it a minor ailment, 
it is imperative that the doctor take care of the patient 
at once. Delay may aggravate the illness or even cause 
death. 

Hence, necessity for treatment for a patient who con- 
siders himself sick enough to seek out a doctor cannot be 
denied. Either he must get it from Dr. A or Dr. B, or 
if his credit is so bad that neither will give it to him, 
then the free clinic must be available. The social obli 
gation to give every man his health due is paramount. 

But with merchandise it is different. The proposed pur 
chase of a chair, or a hat, or a shirt does not actually 
have to be made today or even tomorrow or next week. 
The customer can drag along without serious conse 
quences until a later date. Hence, a credit grantor can 
hold up the credit as long as necessary to assure the 
creditor of payment for his goods, without in any way 
incurring any risk to the would-be debtor. It is surely 
readily apparent that we have here two entirely diffe: 


ent situations to deal with. 


The Doctor’s Point of View 

Perhaps the best statement of the doctor’s point of 
view on this matter was given to me recently by one of 
the leading physicians of Cincinnati. This is the way 
he put it: 

“When a patient comes to my office for 
service, I don’t want to know anything 
about his financial status or record. The 
moment such a factor is introduced, I then 
am unconsciously influenced by it and to 
that extent the quality of my service is af- 
fected. After I have finished with the 
case and given the patient the best I have, 
I then am ready to predicate my fee on 
the basis of what I consider my services 
worth to him, and from that point on I 
expect my assistants to use every honorable 
means to secure payment from him.” 

In short, up to the time the patient is 
discharged from needing further services, 
the doctor is wholly professional in his re- 
lation and attitude toward him. But from 
that point on he proposes to be business- 
like. 

Personally, I have for a long time felt 
that the doctor should take a more positive 
attitude toward the cash-outlay phase of 
his service, and strike a happy medium in 
My idea of 


proper credit procedure for a doctor to 


dealing with his patients. 


follow embodies two simple steps: 
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Two Simple Steps of Credit Procedure 

The first is to secure complete and accurate biograph- 
ical information regarding each new patient at time of 
original registration. This means printing or typing of 
the name, properly spelled, on the ledger card, with full 
given names, both business and residence addresses, phone 
numbers, occupation, age, and references. 

In short, make as sure as possible of having as much 
information as is needed to establish the identity of the 
debtor and to keep track of him. This very procedure 
tends to eliminate the ‘“‘dead-beat” type of patient and 
thus prevent much of the kind of collection problem 
most doctors have. 

If you have ever examined one of the application blanks 
used by the small loan companies, you can get some idea 
of the importance they attach to this step. They get al- 
most enough information about a borrower to write his 
complete biography, even going so far as to include de- 
tails about some of his relatives. 

The second step would be that of using credit bureau 
membership to obtain credit information on cases which 
are likely to run into good-sized accounts, such as op- 
erative cases, obstetrical cases, venereal cases, or any 
other kind. 

Then, when the credit report indicates a bad bill-pay- 
ing record, or inability to pay, I think it is entirely proper 
for the doctor or his business manager to have a very 
frank talk with the patient about his record, with a view 
to making clear to the patient that the doctor cannot go 
on with the case indefinitely without some actual proof 
of intention to pay. 

In this way the doctor would then know pretty defi- 
nitely at the start whether he can be paid for his serv- 
ices, or whether it will have to be an out-and-out charity 
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In the latter case, he could then decide whether 
to go on with the case anyway, knowing he is not to be 
paid, or he could refer the case to the charity clinic set 
up for that purpose. 


matter. 


By this procedure he need never 
be accused of unprofessional conduct toward a case, and 
yet need not be made to do more than a reasonable 
amount of free work each year. 

This procedure is suggested on the assumption that 
the doctor would always render service on the initial call 
or in any emergency, but before the second or third call 
is made, it is to be presumed he would have his report 
and could then discuss the credit angle with the patient 
if the report so indicated. Thus, in all cases except per- 
haps an emergency operation, the doctor could protect 
himself against the running up of a large bill by a patient 
who is unable or unwilling to pay. 

Then if the doctor, knowing the patient is unable or 
unwilling to pay, still goes ahead and does the work, he 
cannot properly consider that account a “bad” account. 
It is clearly a charity case and should be so considered. 

One other advantage in this procedure is that of en- 
abling financially weak debtors to avoid getting too deeply 
in debt. An analysis of numerous bankruptcy cases re- 
veals that doctors’ and hospital bills in large amount al- 
most invariably make up a big part of the bankrupt’s 
liabilities. 

If both the hospital and the doctor in cases that are 
likely to be expensive or long drawn out would use a 
credit report to ascertain the patient’s record, there is 
no doubt that many a patient might be saved from bank- 
ruptcy and much more money collected for the hospital 
and the doctor. Such a report may quickly reveal at the 
outset that a given patient must obviously be a charity 
case, or it may reveal that the patient should be advised 
to be content with a ward bed rather than a private room. 

It would also help the doctor avoid predicating an im- 
possible fee which he can never collect in favor of one 
within the patient’s reach, which he can collect. It surely 
would be better for a doctor to charge only $100 for $500 
worth of service and get the $100, than to charge $500 
for it and mever get any of it. 

One of the injustices to which doctors are now sub- 
jected, and for which I think a credit report might prove 
to be the remedy, is that of people, who CAN afford to 
pay for professional service, going to the free clinics and 
getting it for nothing. The social service agencies at 
the clinics often fail to detect frauds of this kind by not 
having access to full credit information about the appli- 
cants for charity. 

Thus a doctor who gives his services gratis in the 
clinics often finds himself working for someone who 
should be paying for private service, while at his office 
there will be others who are really charity cases and 


should be treated at the clinic. Both types of persons 
are guilty of the same offence, that of unjustly taking 
advantage of the doctor. 


Such a procedure as I have here suggested is not or 
should not be difficult to carry out, and yet I doubt if 
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one could get many physicians to do even that much 
toward solving their credit problems. Their whole men- 
tal attitude is opposed to it. 

Not that they do not want to get paid or desire to 
In fact, once the patient has been 
served and the charge is on the doctor’s books, then the 


have the patient pay. 


doctor can and frequently does assume a very aggressive 
attitude toward collecting what is due him. 


But you as credit grantors know that trying to col- 
lect from insolvent or tricky debtors is next to impos- 
sible, and you also know that as long as credit is ex- 
tended WITHOUT REGARD TO THE PAYING 
RECORD OR FINANCIAL ABILITY of the patient, 
there can be no other result than a heavy mortality in 
the collection of those accounts. 


A Loan Plan for Delinquent Accounts 
(Continued from page 17.) 


of American families and its economic value to retail 
business by its proper application to retail accounts. 

Where is there a more logical, economical medium to 
render this commendable service than through the mod- 
ernly equipped credit reporting bureau of your city? If 
you can assist your members in the collection of their 
accounts receivable, giving them a hundred cents on the 
dollar, without collection expense to them, and, at the 
same time, alleviate the strained credit and financial 
condition of individuals in your community, you are help- 
ing to accelerate the turnover on sluggish accounts. 

This will put more money into circulation, and have a 
stimulating effect on the business of your community, 
which in turn will be a vital and material contribution 
to business revival. 

In conclusion, permit me to emphasize that it is just 
as important to give direct financial relief to the wage 
earner as it is to banks and other business enterprises. 
The funding service rendered the credit consumer by a 
retail merchants’ loan plan of national scope is essentially 
the same and just as imperative as the funding service 
which the Reconstruction Finance Corporation renders 
banks and other business institutions. Their objectives 
are obviously identical. 

It is the duty of every executive in the credit and 
merchandising profession to immediately adopt funda- 
mentally sound and constructive measures to restore the 
American wage earner to a more liquid condition. The 
success of our retail business depends largely on the 
success and welfare of the wage earner. We can remove 
one of the obstacles to business and financial stabilization 
by assisting the debtor in paying his just and existing ob- 
ligations. 

Let us not shirk our duty. Let us not fail to act 
quickly and effectively, with all the power we can com- 
mand. Let us give this matter conscientious, open- 
minded consideration, and mobilize every resource to as- 
sist the delinquent debtor to pay his existing obligations. 
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Of Course Interest Should Be Charged 


(Continued from page 9.) 


You will say that it costs too much to operate such 
a plan, or that we cannot afford to lose any good will. 
“Our customers would object and close their accounts,” 
or again, “It will lower our collection percentage because, 
if our customers are paying interest, they will take as 
much time as they want to liquidate their indebtedness.”’ 

In answer to these objections, we can give you only 
facts and figures obtained from our five years’ experience. 

Shall we consider first the cost incurred in the charg- 
ing of interest? In order to add accurately a carrying 
charge on past due accounts it is necessary that all ac 
counts be completely aged each month. 

In our own store, however, we do not consider that 
expense as a part of the interest cost for we aged out 
accounts monthly before we began charging interest. 
This information, we believe, is necessary for the efficient 
follow-up and collection of accounts. 

The cost of stationery, supplies, and the salary paid 
for the figuring and posting of interest amount to about 
$65 per month, which still leaves a monthly net income 
The only 


portion of this $11,100 which cannot be considered as 


from interest of $925 or $11,100 per year. 


additional net profit is that which has been added to ac- 
counts which eventually find their way into the uncol- 
lectible Profit and Loss Ledger and should be credited. 
However, from the most conservative standpoint, we still 
have a figure in excess of $10,000 which can be right 
fully deducted from the expense of operating our credit 
department and added to the store’s yearly net profit. 

It may help you to know that we mail approximatel) 
20,000 statements on regular accounts each month, and 
from 25 to 27 per cent of them are being affected at the 
present time by the interest charge. Our average in- 
terest charge slip amounts to about nineteen cents, and the 
figuring and posting cost is 1.2 cents a slip. 


For the benefit of those who are not now aging their 


accounts, I shall include the labor for aging also as in- 


terest expense. This work is now costing us $75 
monthly. We would, therefore, still realize a net 
After 


deducting that portion which has been added to un- 


monthly income of $850 or $10,200 per year. 


collectible accounts, there still remains at least $9,000 
which you must admit is a considerable saving in credit 
operations and a worth-while sum to add to the yearly 
The cost per interest charge slip, including 


aging expense, is 2.5 cents. 


net profit. 


The second objection mentioned is the criticism from 
customers. During the year 1931, there were nineteen 
customers who objected to the interest policy and re- 
quested their accounts closed. In each instance, we wrote 
a letter explaining in detail the reason for the additional 
At the present 
writing, all but two of those customers are still using 


charge and asking their reconsideration. 


their accounts. 

If the merchants in your city will co-operate, it is my 
opinion that you will experience little unfavorable re- 
action from customers. You will find that most of your 
charge patrons are intelligent. They have some knowl- 
edge of business and are willing to admit the justice of 
this policy. To quote from a customer’s letter received 
June 8, 1932: 


“Gentlemen: 

“T want to express my appreciation for the way you 
have handled my account. I appreciate the need of the 
carrying charge, and certainly have no objections. In 
the last month, we have met with reverses but sincerely 
hope to very soon cancel the whole account. 

“Thanking you most kindly for favors and courtesy 
in the store.” 


We must admit that credit has been too cheap during 
the past ten years. We have been guilty at times of too 
much laxity in opening the account, and also in permit- 
ting the customer to buy beyond her ability to pay. 


After all, how many customers do we retain because 





Chart No. 4—Regular Account Collection Percentages 
Fourth Federal Reserve District Compared With Pittsburgh and Strouss-Hirshberg Company Averages 
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of too lenient a credit policy? When the customer goes 
on a down town shopping tour, which stores does she 
patronize, those where she owes delinquent accounts or 
those in which her accounts are balanced or are being 
maintained on a current basis? 

Probably you are all familiar with the Gamlen Theory. 
In a very careful and accurate analysis of costs in operat- 
ing a credit department, Mr. Gamlen proves that all 
profit in an account has vanished when it is 5.7 months 
or 171 days old. 

Therefore, we should realize the truth of this state- 
ment and insist that accounts be paid in thirty days or 
not to exceed sixty. As soon as any portion of the ac- 
count becomes past due, additional purchases should not 
be accepted until the old balance is paid, and interest 
should be charged on the past due account. If the re- 
tail credit business of the country had always been con- 
ducted on this basis, can you imagine what a different 
condition would exist today? 

In answer to the last objection, I personally feel that 
the charging of interest alters the collection percentage 
very little. It is probable that the additional charge im- 
proves the percentage slightly, as the customers who pay 
promptly—if at all possible—in order to avoid the addi- 
tional charge are in excess of those who permit their ac- 
counts to drag because they are paying interest. 

In Chart No. 4, we compare our own collection per- 
centage for the past four years with that of Pittsburgh, 
and our own Federal Reserve District which includes such 
cities as Pittsburgh, Akron, Cleveland, Cincinnati, 
Columbus, Dayton, Toledo and others where interest is 


not generally charged. In 1929, you will notice that even 


though we were charging interest, our collection per-’ 


centage was lower than the districts. We attribute this 
to the fact that we were too lax in our collection methods. 

In 1930, we followed up delinquent accounts more 
closely and surpassed the district’s average. We kept 
ahead until October, 1931, when three of our largest 
banks closed, so that our collection percentage for the 
year is slightly under that of the district. We are glad 
to say that two of those banks are open for business again, 
and the third hopes to open its doors in the near future. 

If anyone is interested in any of our forms used in 
connection with our interest policy, I shall be glad 
to mail them to him. 

Enclosed in our statements—to delinquent accounts 
only—which are mailed on the first of each month, is a 
card explaining our policy, that is, if there is a sufficiently 
large balance more than sixty days old, and provided 
the customer has not previously received one. 

In May, last year, the Controllers in their conven- 
tion in this same city, passed a resolution that interest 
should be charged on past due open accounts. From the 
numerous inquiries received during the past year, from 
all sections of the country, we know that this policy is 
receiving more and more favorable attention. You maj 
probably know that Cleveland merchants just recently 
adopted this plan. 
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Credit Granters! 
Read for Profit -- 


“Credit 
Department 
Salesmanship”’ 


By BARTLETT and REED 
Authors of 
“Retail Credit Practice” 


In this new book, these two recog- 
nized authorities tell how credit in- 
terviewing, granting or even refus- 
ing of credit, collection of debts, 
credit service, customer control, can 
all help to get more customers into 
the store to buy more goods. 


Complete, authoritative discussions of 
such important topics as: 
1. Use of selling psychology in 
credit work. 
2. Use of sales promotion to build 
up more charge accounts for the 
store. 
Use of letters for both collection 
and sales building. 


w 


4. Use of the newest methods of 
handling the installment credit 
problem. 


These are but a few of the topics cov- 
ered with specific suggestions—“case- 
studies”—from successful experience. 


Designated as official textbook for 
the Advanced Credit Course. 


Price $3.50 


Orders are pouring in. Order your 
copy now, for immediate delivery, from 


National Retail Credit 


Association 
1218 Olive St. St. Louis, Mo. 
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The New Challenge to Retail Credit Men 


By HORACE W. POTE 


Consulting Economist to National Retail Credit Association 


REDIT departments in many of the country’s best 
retailing stores have come under or been threatened 
with the axe of economy because many of their 

executives have lacked a true understanding of their real 
value. In the frantic struggle to lower expenses that 
open the way for continued operation on decreased re- 
turns credit departments have plainly suffered. 

This is not news. Management has taken the posi- 
tion that this is a nonproductive department hence it can 
well bear decreases. 

In the labored effort for increased sales and larger 
gross income those who pass on credit extensions, whose 
departments stand as the sole guardians against the many 
loopholes of credit losses, and whose worried hours are 
spent in striving with collection problems see new and 


strange handwriting on the wall. 


The last convention of the National Retail Credit 
Association was privileged to hear a noncredit man— 
William W. Everett, Vice-President and General Man- 
ager of Woodward & Lothrop Co., Washington, D. C. 
—describe some of the problems that are and will be a 
vital part of retail credit operation. 

His views are those of store management, the execu- 
tive staff who are charged with the responsibility for get- 
ting profitable business. 

It is worth while to quote one paragraph from the 
report of his address published in the July issue of The 
Credit World: 

“You, as credit men, are facing new and different 
problems from those that you faced in the past years, and 
will have to evolve new plans and new procedure to help 
bring back the good business that is coming to us, if we 
properly operate our retail establishments.”’ 

It is quite plain that this is a direct challenge to credit 
men. They will be assigned a task over and above that 
which heretofore has been their daily duty. Together 
with the guardianship of credit extensions, marshalling 
collections, fighting delinquencies, they must now be pre- 
pared to accept an additional job in tomorrow’s mer- 
chandising plan. 

They must help sell; everyone must help sell. And 
these efforts must bear results which can be viewed as 
positive facts. 

The credit man who has never had this picture before 
and who for the moment may become demoralized at the 
thought of the new responsibility “to sell or else . . .” 
will have to gird his loins, rise up and prepare for the 
battle to come. There is a simple means for initiating 
the selling power of the credit department which will 


30 









fortify the position of the credit man and set him work- 
ing in the desired direction. 

The size of the store plays little part in the scheme; 
if it has but a few thousand feet of space or millions, the 
plan works equally well. The facilities for selling 
through the aid of the credit department records work 
to advantage in both cases. 

The following ideas can be put to test to determine 
their practical value in proving to management that in 
this intense, internal selling campaign the credit depart- 
ment can be counted on to carry its share of the burden. 

The ledgers of the credit department contain valuable 
information as to the buying habits of the varied cus- 
tomers. For example: Mrs. Jones has been a prompt 
paying patron for three years. The books show that she 
has purchased principally: hosiery, gloves, cosmetics and 
kitchen wear. 

The question arises, if she has purchased hosiery why 
not shoes; with her gloves why not dresses, matched cos- 
tume jewelry or purses; with cosmetics why not house- 
hold drugs; and with her kitchen wear why not other 
household accessories? This question of other lines of 
purchases arises because of the kindred relation of the 
suggested articles and the nearness of their respective 
departments to those in which purchases have been made. 

Sales ledgers do not show that any attempt has been 
made to interest Mrs. Jones in these other departments 
of the store. Neither do any records reveal whether 
Mrs. Jones knows of the values she may have in other 
branches of the store. 

Perhaps if the customer were approached as to her 
reasons for not buying other lines, she might be induced 
to broaden her field of purchases at this store, or the man- 
agement would have definite reasons why the store was 
not patronized for certain lines. In either case this is 
information of vital importance. The first leads to the 
aim sought—increased sales—and the credit department 
then becomes productive; it will stand the close scrutiny 
of managament without fear. 

In the second instance, knowledge of customer reac- 
tion to store policies can have a very compelling influ- 
ence on future decisions as to personnel, price, display, 
servicing, facilities and many other features. 

The prospector, out in his lonely search for rich ore, 
takes small samples and examines them. The application 
of this to the suggested plan for making the credit de- 
partment productive is identical. Small groups of charge 
customers are segregated for study, interview and check- 
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Caution should be voiced lest there be a false view that 
fabulous returns will be expected of this plan. Ordi- 
narily, this cannot be anticipated. The law of averages 
will see that a reasonable volume of business rewards the 
worker in proportion to the efforts and skill expended 
in the task. : 

The mere proof that this plan can produce will assure 
When it can be clearly shown that added 
business is brought in, management will be willing to 
plan for a wider use of the scheme. 


management. 


Once Mrs. Jones is down on a prospect card made 
out by the credit department indicating what departments 
she has not patronized, how will the contact be made? 
By mail? Obviously, the 
first cannot hope to succeed for any printed appeal is too 
impersonal and lifeless to apply to the individual impor- 
tance which Mrs. Jones will rightly feel belongs to her 
particular case. The interview is the method. 

Who should be sent to see Mrs. Jones? Should it be 
one from the credit department or one from the depart- 
ments in which she has made purchases, or one in depart- 
ments where she is encouraged to make future selections ? 
It can only be one accustomed to meeting with patrons, 
who knows sales approach, and who is familiar with de- 
partments that seek Mrs. Jones’s future business. Obvi- 
ously the credit department will not be arranging those 
details but, in the discussion of this selling plan, such 
details as these should be clearly understoond. 


By telephone or in person? 


In most instances a young, wide-awake woman is the 
best selection to use in getting Mrs. Jones to express her 
opinions and reasons for her purchasing policy in regard 
to the store. 
is imperative that a woman be the interviewer regard- 
less of the skilled male buyers and their vast store of 
knowledge that might be available for such duty. 

In some departments a man can serve with dignity, 
directness and he reflects the importance which the 
store attaches to the interview. This latter fact fre- 
quently will help sway the patron to yield up the desired 
information. 

The credit department will be put to some extra work 
to obtain the preliminary information as to Mrs. Jones’s 
buying habits. Likely there won’t be any extra help to 
procure this data. 

Someone will have to carry a double load during the 
test period in order to have the working information. 
Once it appears that the plan has merit and can produce 
new business, management will not refuse to authorize 
reasonable expense to gather this data for future cam- 
paigning. 

Some readers may be inclined to voice the thought 
that this burden which will be unloaded on the credit 
man’s desk is both unfair and entirely unreasonable. 
Without attempting to debate the issue, and keeping one 
eye on the tactful side of the subject, it seems this thought 
has value: 

The demand for credit department aid in selling pro- 
vides a new outlet for service to the store. It opens an- 


AUGUST, 1932 





In certain lines, such as women’s wear, it . 





other avenue through which the credit man can be ac- 
cepted as invaluable to management. 

In the achievement of this approaching task the credit 
man will rise to newer heights and be acknowledged as 
one with direct influence on the sales end of the business. 
This will tend to take him out of the stigma of the be- 
hind-the-glass-partition class and keep him before the ex- 
ecutives as one who is in constant contact with charge 
purchasers more in body than in spirit. 

It is expected that credit departments will continue to 
come under the examining glass of executive control which 
seeks to find some spot where further saving can be ef- 
fected. Thus far it has not been proved that the credit 
department can be productive from the selling angle. 
The plan which has been briefly outlined presents the 
essentials of the scheme by which sales can be increased. 

With the test period concluded and results showing 
the wisdom of future action on large scale, it rests with 
management to campaign for this potential volume of 
new business. This procedure when introduced by the 
credit department and in face of its success cannot help 
but assure management of the whole-hearted support of 
the credit department and its vital importance to the suc- 
cess of the store operations. 

> >» » 


A Three-Point Program 
(Continued from page 7.) 

Think this over, you who are not using it in your cities 
today, and see if it doesn’t appeal to you as deserving 
of adoption as standard practice throughout the coun- 
try. 

Here is a three-point program worthy of this Associa- 
tion . . . exception of current retail accounts from bank- 
ruptcy protection . . . full security behind all savings 
. and simplification of procedure in taking 
applications for credit. 


accounts . . 

If you think well of these points 

you have the power to carry them through to enactment. 
> » » 


An Inactive Account Letter That Re- 
vived 58% of Inactive Accounts 


1569 Inactive Account Letters—919 Inactive 
Accounts Revived—Sales—from March 18 
to June 1—$13,246.41 


Mr. W. D. Sweger, Credit Manager, Pomeroy’s, Inc., 
Harrisburg, Pa., a Better Letters subscriber for the past 
four years, writes: 

On March 16, 1932, to March 29, 1932, we sent 1,569 letters 
to inactive accounts. The letter used was taken from the Bet- 
ter Letters Service. 

We received 418 replies advising us why the account was 
not being used; 20 were received marked by the Post Office 
Department, “Moved, Left No Address,” and 919 accounts were 
revived, who purchased merchandise amounting to $13,246.41 
from March 18 to June 1. 

This is typical of the many enthusiastic reports we re- 
ceive from subscribers to this service. If you are inter- 
ested in better collection letters, in reviving inactive ac- 
counts, in developing new charge accounts, pin a $5.00 
bill to your letterhead and mail it to the National Office 
for a three-months’ trial subscription. 
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The Use and Abuse of Credit 


(Continued from page 12.) 
of production or facilities for distribution; if it is used 
to produce or buy beyond consumptive capacity in the 
hope, unsupported by facts, that demand now dormant 
will revive at some future time, its quality is doubtful. 

The essential nature of commercial credit, the promises 
to pay made by merchants of undoubted worth, is fully 
expressed by the Federal Reserve Act in defining paper 
eligible for rediscount. The debt represented by the pa- 
per must arise out of the production and distribution of 
nonperishable staple products. It must be payable in a 
relatively short time, depending on the character of the 
things produced, and it must be liquidated promptly at 
maturity. 

If commercial and productive credit possess these 
characteristics there can be no inflation of that kind of 
credit, because its aggregate will be matched by actually 
created wealth consisting of goods in reserve and goods 
in movement toward the points of consumption. As con- 
sumption increases, the volume of commercial credit ex- 
pands. If consumption decreases the volume of com- 
mercial credit contracts. 


The monetary system of our country through the op- 


eration of the Federal Reserve System is based on prime 
commercial credit, the promises to pay issued by mer- 
chants of undoubted worth and so long as the credit 
stream of commercial credit is maintained at a high stand- 
ard of quality there will be ample currency for all legiti- 
mate purposes, and there cannot be inflation of currency, 
unless perchance the fundamental principles of the Fed- 
eral Reserve System be swept aside by the advocates of 
fiat money and expediency. 

The use of commercial credit can be and it is fre- 
quently abused. To use the credit that rightfully be- 
longs to commerce, i.e., the working capital of com- 
merce, to create the facilities and tools of production 
such as buildings, machinery, transportation and other 
things known as fixed assets is wrong in principle. 

Commercial credit is redeemed, not out of the profits 
of a business, but by the sale of the things its helps to 
produce. That is what makes it liquid. To use com- 
mercial credit to buy an interest in another business 
through the purchase of bonds and stocks is wrong, 
even though such evidences of partnership may prove to 
be profitable. Capital assets and partnership interests 
should be acquired out of accumulated profits or with 
credit borrowed for long time and repaid from profits. 

Generally, commercial credit has been wisely used, but 
there is present always the temptation to divert part of 
Therefore, 
the men of industry and commerce must be vigilant in 


it to uses for which it was never intended. 


keeping the great stream of commercial credit unpolluted 
and flowing unrestrained in the direction it should go. 

This can be done if they receive the help of the bankers 
without whose intervention any volume of commercial 
credit, great or small, would remain stagnant and inef- 
fective in the domain of business. 
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Dignifying the Credit Man 


(Continued from page 10.) 


Until the credit man himself generates a serious inter- 
est in his work, and places it before the business world as 
the profession it really is, the credit department will 
never be anything else to the store executive than a non- 
producing department. 

The continued attitude on the part of the credit man- 
ager that he should remain in the background, awaiting 
recognition for himself and his department until such 
time as the general manager sees fit to question him upon 
the results obtained in the year’s work, must be offset by 
timely and dignified contact with the store executives. 

The Credit World, our national magazine, might well 
be addressed to the executive offices, if not every month, 
at least for three or four months prior to the Annual 
Conventions, so that the importance of HIS store having 
representation at these sessions might be brought home 
to the store executive. 

He is not to be permitted to construe such attendance 
as an outing for his credit manager; but as a most neces- 
sary educational step if HIS organization is to reflect 
the latest, the safest and the most economical credit 
supervision. 

And the same benefit to be derived by credit managers 
in attendance at national and state conferences, is derived 
by the assistants by attendance at the weekly round table 
meetings. 

The most efficient method of conducting these round 
table meetings is just one of the credit department ac- 
tivities which need to be standardized if the most benefit 
is to be derived from them. 

“Dignifying the Credit Man,” then, consists in awak- 
ening in the credit man himself a true sense of his posi- 
tion, in the developing in the store executive the real- 
ization that the credit manager heads a sales department, 
and in the generation of enthusiasm, through a thorough 
understanding of credit details, in every worker contact- 
ing credit procedure and contributing toward its success- 
ful operation. 

The real contribution of the credit man for the stab- 
ilization of business, the application of new forms to meet 
changing conditions, receives no recognition outside of his 
own fraternity. 

His is much the position as described in the following 
quotation taken from the Los Angeles Chamber of Com- 
merce Bulletin, and credited to “Antioch Notes”: 


“When a herd of cattle stampede in fright, the fastest 
runner is in front. The real leader may be in the rear 
because it has seen no reason for joining the stampede. 

“In politics, in current literature, and in life in general, 
apparent leadership often is merely the ability to run 
fastest in a stampede. Those who are stubbornly at work 
changing the course of events are quite frequently incon- 
spicuous.” 
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